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Page 1 


SEARCHED... INDEXED, 1 _.. 
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eK gy del] vo | 
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FORMS.TEXT HAS 1 DOCUMENT 


INBOX.1 (#2747) 


TEXT: 
VZCZCHQO 


R 1313152 FEB 87 

FM PARIS (196-0) 

TO DIRECTOR FBI ROUTINE 
TO LOS ANGELES ROUTINE 
TO ANCHORAGE ROUTINE 

TO PHOENIX ROUTINE 


Br 


UNCLAS 
COMMERCIAL ACCEPTANCE CORPORATION; FBW - INTERNATIONAL FRAUD. 


FOR INFORMATION OF RECEIVING OFFICES ON 2/12/87, LEGAT, 


PARIS WAS VISITED BY 


b6 
b7C 
b7D 


| povsen asf Te 


15/ (7-2 
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PAGE TWO PAR 196-0 UNCLAS 


b6 
b7C 
b/7D 


eG 14758 f2C4-%) 


ee ey paiva) 
F094 ne ae - 


b7D. 


THEY ADVISED ELLSWORTH 
HAD GONE TO LUXEMBOURG TO SET UP A REINSURANCE COMPANY WHICH 
NEEDED TO BE CAPITALIZED. THE COMPANY WAS SET UP IN LUXEMBOURG 


€ . \ Se 
PAGE THREE PAR 196-0 UNCLAS 
BECAUSE OF HIGH LEVERAGE CAPABILITY. b6 
b7C 
b7D 
Maat e sD 


oe 


; en f 
a Phen rah 
By Toh q%% CH ayebly fia. 


mT Le 


HAD BEEN LIQUIDATED. HE WAS TOLD IN LUXEMBOURG THIS WAS 


“POSSIBLE BECAUSE THE SHARES HAD BEEN ISSUED AS BEARER BONDS. 
[rs ALSO CONCERNED BECAUSE HE BELIEVES 


D b6 
b7C 
S b7D 


PAGE FOUR PAR 196-0 UNCLAS 

IT IS DIFFICULT FOR US TO SORT THIS ALL OUT.HERE AND 
AS IS RETURNING TO LOS ANGELES, LEGAT RECOMMENDED 
10 TO CONTACT FBI, LOS ANGELES DIRECTLY 
UPON THEIR RETURN. LOS ANGELES AND ANCHORAGE ARE REQUESTED 
TO NOTIFY LEGAT, PARIS IF THEY HAVE ANY INFORMATION 
2 CONCERNING THE FOREGOING COMPANY AND INDIVIDUALS. ALSQ, 
LOS ANGELES IS REQUESTED TO NOTIFY LEGAT, PARIS IF THERE IS 


A PARTICULAR AGENT OR sqav,[{ | soup CONTACT 


_ IN LOS ANGELES, AS THEY INDICATED THEY MAY BE BACK IN 


CONTACT WITH THIS OFFICE. 
BT 
NNNN 


poem tl . fe Bat 
wee > s = om cas 


b6 
b7C 


ORIGINAL (FILE COPY) 


Acquired as Evidence 


Title and Character of Case 


JOHN ELLSWORTH; 
ET;AL, 
IBA COMMERCIAL ACCEPTANCE CO. 


Date Property Acquired Source From Which Property Acquired 
11-24-87 C.M. 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 
XX ELSUR ROOM EVIDENCE 
To Be Returned) See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 
O Yes {No b6 
b7C 
[Yes [No Grand Jury Material - Disseminate Only Pursuant to Rule 6(e), Feaerarrures of Criminal Procedure. b7D 


Description of Property or Exhibit 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal# = Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (initial and Date) 


SEARCHED 
: U 
Field File # 196A-4834-1B1 SERIALIZE 


NOV 2 '% 1987 
00: LOS ANGELES FBI-LOS ANGELES 


Saf | 
a ae 


Bulky Exhibit - inventory of Property Acquired as Evidence 
FD-192 (Rev. 6-9-82) 


Date 11-27-87 
XXXXXXX 


Title and Character of Case 


aka; 
b6 
FBW; ME ; [TSP ; CONSPIRACY ;CSCS ; Bis 
00:"LA" Pin 
Date Property Acquired Source From Which Property Acquired 
11-17-87 Ld 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 
ELSUR ROOM EVIDENECE 
To Be Returned] See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 


eels — [ 


1) Yes [XNo Grand Jury Material - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 


Description of Property or Exhibit 


1- tare cownsamiow seems 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal#_- Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


BLOCK STAMP 


H SEARCHED. INDEXED 


+) SERIALIZED FLED | 


NOW 27 ey 
oo:_—-LOS ANGELES FBI-LOS ANGELE? 


Field File # __ 196B-4973-1B2 


ORIGINAL (FILE COPY) 


Bulky Exhibit - Inventory of Property Acquired as Evidence , 


FD-192 (Rev. 7-18-85) 


“ 


Date 
1-488 
Title and Character of Case 
JOHN ELLSWORTH; 
ET; AL, 
IBA COMMERCIAL ACCEPTANCE CO. (CAG) 
rBW, MF 
Date Property Acquired Source From Which Property Acquired 
1-4-88 = 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 
BULKY EVIDENCE 


To Be Returned} See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 
por fee ee yee 


1] Yes [x No Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
O Yes No Property to be Forfeited to the Government 
Description of Property or Exhibit 


BONDS FOR GAC. 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal# Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (initial and Date 


BLOCK STAMP 


ec as 
E SpiChL AL) Ween. df | 
Field File #___196A-4834-1B2 | 6 


OO: LA 


ORIGINAL (FILE COPY) 


b6 
b7Cc 


Bulky Exhibit - Inventory of Property _— 
FD-192 (Rev. 7-18-85) 


Date 


Title and Character of Case 


Commercial Acceptance Corp. (CAC), etal 
FBW, MF, ITSP 


Date Property Acquired Source From Which Property Acquired 


1-15~88 
Location of Property or Bulky Exmo Reason Tor Retention of Property and Efforts Made io Dispose of Same 1b6 


BIC 
Bulky Evidence 


To Be Returned) See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 
ee fe = 


Cl] Yes LLNo Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
1 Yes C1No Property to be Forfeited to the Government 
Description of Property or Exhibit 


Bank records and other documents at Busicorp/IRI 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal# Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


SEARCHER 
SExIALIZD RAO. x 
| Jem 51888 
Field File # 1964-4834-7R3 STR ANGELS 


peeemenihionia re ee 


OOF an 8 a = 


ORIGINAL (FILE COPY) 


@ © 


Bulky Exhibit - Inventory of Property Acquired as Evidence 
FD-192 (Rev. 7-18-85) 


Title and Character of Case 


Commercial Acceptance Corp (CAC) 
etal 
FBWKRW, MF, ItSP 


Date Property Acquired Source From Which Property Acquired 
20-88 ere ee 
Location of Property or Bulky Exmo Reason tor Retention of Property and Efforts Made to Dispose of Same 


bo 


Burt k Exybibits idence tar] 
To Be Returned) See Serial | Agent Submitting Property or Exhibit Agent Assigned Case BIC 
eee aaa Ld aa 


C1) Yes G&{No Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
[Yes C1No Property to be Forfeited to the Government 
Description of Property or Exhibit 


Copies of tape recordings of three meetings with subjects. 


For Valuable and/or Narcotics Evidence Only 
Signature of Two 
Evidence Bag Seal# Special Agents 
Verifying and Sealing 
Bag Contents 


Field File # . 196A-4834-1/eBA, 
Oo: LA 


FEI - LOS ANGELEA ‘ 


ORIGINAL (FILE COPY) 


® e 


iky Exhibit - Inventory of Property Acquired as Evidence 
pun? (Rev. 7-18-85) 


Date 
: 1/29/88 


Title and Character of Case 
Commercial Acceptance Corp., etal 


FBW,MF, ITSP 

Date Property Acquired Source From Which Property Acquired 

1/29/88 

Location of Property or Bulky Exhibi Reason for Retention of Property and Efforts Made to Dispose of Same 

Bulky Evidence 

To Be Returned; See Serial | Agent Submitting a or Exhibit Agent Assigned Case , - 

O Yes *} No D6 
rs pIC 

O Yes *®] No Grand Jury _____] Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. b7D 


[ Yes 1 No Property to be Forfeited to the Government 
Description of Property or Exhibit 


Documents re Busicorp furnished] roof 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal#_- Special Agents 


Verifying and Sealing 
Bag Contents 


© SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (nitial and Date) 


BLOCK STAMP 


Absi= 1g = IB 
fa ae 
JAN Pi | 
FBi - LOS AN 


Field File # 196A-4834-1B5 


OO: LA 


ORIGINAL (FILE COPY) 


® 


_ Bulky Exhibit - Inventory of Property soaurell’ Evidence 
_ ' €D-192 (Rev. 7-18-85) 


Date 
| 1-29-88 


Title and Character of Case 
Commercial Acceptance Corp. etal 


FBW,MF, ITSP 

Date Property Acquired Source From Which Property Acquired 

1/29/88 ed be 
IC 

Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same = ne 

Bulky Evidence 


To Be Returned) See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 
ee ie | 


O Yes &INo Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
O Yes (No Property to be Forfeited to the Government 
Description of Property or Exhibit 


Recunmwenkscx Documents rf | investment with CAC. 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal#_ Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


— 


HSEARCHED 
| seriatizen PoSruto 


BLOCK STAMP 
Lie Ref <j 


ield File # _196A-4834-1R86 
OO: LA 


ORIGINAL (FILE COPY) 


Bulky Exhibit - Inventory of Property seauncl j Evidence 
FD-192 (Rev. 7-18-85) 


€ 


Date 

Title and Character of Case _ 
Commercial Acceptance Corp. 
FBW, VIF 
00:LA 

Date Property Acquired Source From Which Property Acquired 

2-5-8 Cd 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 


Bulky EVidence 


To Be Returned} See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 


1 Yes kl No Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
1 Yes No Property to be Forfeited to the Government 

Description of Property or Exhibit 

Tc, pe 


Nowe Gat 


4p 


Tape recorded conversation wkk if of [| fra mkkge others withf | 


omemes 
TS 


~d 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal#_- Special Agents 


Verifying and Sealing 


GEE) 


Bag Contents 
SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (initial and Date) 


BLOCK STAMP 


SEARCHED 9p 
E SERIALIZED 
Field File # 196A-4834-1B7 a 


foley LA 


ORIGINAL (FILE COPY) 


- — BuiRy Exhibit - Inventory of Property seauncl 1s Evidence f 


FD-192 (Rev. 7-18-85) 


; Date 
4/29/88 


Title and Character of Case 
COMMERCIAL ACCEPTANCE CORP., etal 


FBW; MF 
Date Property Acquired Source From Which Property Acquired 
4/29/88 
Location of Property or Bulky Exhibi Reason for Retention of Property and Efforts Made to Dispose of Same 
BULKY EVIDENCE 


To Be Returned) See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 
anaes [| sd | 


%] Yes No Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
[1 Yes CI No Property to be Forfeited io the Government 
Description of Property or Exhibit 


b3 
PO Pe 


DTG 


GRAND JURY MATERIAL 
DISSEMINAI. >. Y PURSUANT 
TO RULE 6 {e)., Fed., R. Crim. P. 


4/29/88) 
For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal#_- Special Agents 
Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


BLOCK STAMP 


Field Eile #__ 196A-4834-1B8 


i FBI-LOS ANGELEA |_| 
O01 2 Ae | et — 


ORIGINAL (FILE COPY) 


Bulky. Exhibit - Inventory of Property Acquired 2s Evidence ; 5 
FD-192 (Rev. 7-18-85) 


Date 
| 6/8/88 


Title and Character of Case . 
COMMERCIAL ACCEPTANCE CORP.; 
ETAL 
MF; FBW; ITSP 


Date Property Acquired Source From Which Property Acquired 
6/8/88 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 
EVIDENCE 
To Be Bovined See Serial | Agent Submitting Property or Exhibit Agent Assigned Case S 
DO Yes EX No b3 
fees epee oe b6 


kl Yes C1No Grand Jury ee - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. b7C 
C11 Yes CI No Property to be Forfeited to the Government 
Description of Property or Exhibit 


PT 


GRAND JURY MATERIAL 
DISSEMINATE ONLY ui’. WANT 
TO RULE 6 (e)., Fed.. k. Crim. Pa 


For Valuable a 


Signature of Two 
Evidence Bag Seal#_. Special Agents 6 

Verifying and Sealing 
Bag Contents ees HIE 


Field File #__196A-4834-1B9 


OO: LA 


ORIGINAL (FILE COPY) 


é 


Bulky Exhibit - Inventory of Property Acquired as Evidence 
FD-192 (Rev. 7-18-85) 


é 


Date 
6/16/88 
Title and Character of Case ComMERCIAL ACCEPTANCE CORP., (CAC) 
AKA; ETAL 
FBW; MF; 
Date Property Acquired Source From Which Property Acquired 
6/16/88 FBIHQ 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 
BULKY EVIDENCE 


= 


To Be Returned] See Serial | Agent Submitting Property or Exhibit Agent Assigned Case b a 
ee Ld lee ed b7 


[1 Yes [XNo Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
[i Yes 1No Property to be Forfeited to the Government 


Description of Property or Exhibit 
TRANSLATIONS OF CAC DOCUMENTS 


For Valuable and/or Narcotics Evidence Only 
Signature of Two 


Evidence Bag Seal# Special Agents 
Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


BLOCK STAMP 


Field File # _ 196A-4834-1B10 


OO: LAW 


LOS Laces 


saeere ay 


ORIGINAL (FILE COPY) 


Bulky Exhibit - Inventory of Property Acquired as » 


FD-192 (Rev. 7-18-85) 


Title and Character of Case 
COMMERCIAL ACCEPTANCE CORP. 
FBW; 

MF; 


Date Property Acquired Source From Which Property Acquired 
1/9/89 


Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 
BULKY EVIDENCE 


To Be Returned] See Serial | Agent Submitting Property or Exhibit Agent Assigned Case lee 
—e Cy _ ere 


Cl Yes No Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
1 Yes O1No Property to be Forfeited to the Government 
Description of Property or Exhibit 


DOCUMENTS Re[ =f assocrariow WITH CAC AND JOHN ELLSWOTH. 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal# Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


BLOCK STAMP 


ee 19 GA - HE 34-/8// 
; rete (OE 
Field File # 196A-4834-1B11 . sa run Dele 


red 


oo. OTA an ree 


Fo} LOS ANGELES 


ORIGINAL (FILE COPY) 


Bulky Exhibit - Inventory of Property Acquired as Evidence 
FD-192 (Rev. 7-18-85) 


Date 
. | 2/28/89 


Title and Character of CasecoumeRCIAL ACCEPTANCE CORP., et al 
FBW; MF; ITSP 


Date Property Acquired Source From Which Property Acquired 
- be 
2/28/89 Po pc 
Location of Property or Bulky Exhibi Reason for Retention of Property and Efforts Made to Dispose of Same 
BULKY BULKY MATERIAL 


To Be Returned) See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 
O Yes XXNo 


0 Yes XXNo Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
Li Yes XXNo Property to be Forfeited to the Government 
Description of Property or Exhibit 


DOCUMENTS RE SAC LOAN AND JOHN ELLSWORTH. 


2/28/89) 


For Valuable and/or Narcotics Evidence Only 
Signature of Two 
Evidence Bag Seal# _._ = Special Agents 
Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


BLOCK STAMP 


Field File # 196A-48354-1B12 


YB 


Y 
oo: LA FAI-LOS ANGEL 


ORIGINAL (FILE COPY} 


Bulky Exhibit - Inventory of Property Acquired as Evidence 
FD-192 (Rev. 7-18-85) 


Date 
3/8/89 


Title and Character of Case 


COMMERICAL ACCEPTANCE CORP., 
ET AL; 
FBW, MF, ITSP 


Date Property Acquired Source From Which Property Acquired 


3/8/89 
Location of Property or Buiky Exhibit ; Reason for Retention of Property and Efforts Made to Dispose of Same 


BULKY ‘EVIDENCE 6 


6 
To Be Returned) See Serial | Agent Submitting Property or Exhibit Agent Assigned Case b7C 
eats oreernneeentT Pes 


O Yes &No Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
Ci Yes C1No Property to be Forfeited to the Government 
Description of Property or Exhibit 


DOCUMENTS RE CAL INSUREANCE FINISHED TO aE: nn 


For Valuable and/or Narcotics Evidence Only 
Signature of Two 
Evidence Bag Seal # ¥__=—SEE Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


SENT! 


Field Fite # 196A-4834-1pB43 
(| ee 5 ey a a a ey Ace 
ORIGINAL (FILE COPY} 


Bulky Exhibit - Inventory of Property Acquired as P : } 


FD-192 (Rev. 7-18-85) 


Date 
4/27/89 

Title and Character of Case 

COMMERICAL ACCEPTANCE CORP., (CAC) 

FBW: MF; itsp 
Date Property Acquired Source From Which Property Acquired 

4/27/89 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 

BULKY EVIDENCE b3 
To Be Returned] See Serial | Agent Submitting Property or Exhibit Agent Assigned Case be 
ee Ld p7C 

: 1& 


CXYes [No Grand Jury Property - Disseminate ‘Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
[1 Yes [CINo Property to be Forfeited to the Government 
Description of Property or Exhibit 


Po 


GRAND JURY MATERIAL 
DISSEMINATE ONLY PURSUANT 
TO RULE 6 (6), Fed., R. Crim. P.. 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal#_- Ss Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


BLOCK STAMP 


- ROD 
“TD "| 
Field File # 196A-4834-1B14 ; 
OO: LA 


ORIGINAL (FILE COPY) 


a ad e 


Bulky Exhibit - Inventory of Property Acquired as Evidence 
FD-192 (Rev. 6-9-82) 


Date 
4/25/89 
Title and Character of Case 


aka; 
ET AL 
FBW(B); BF&E; ITSP b3 
b6 
b7c 
Date Property Acquired Source From Which Property Acquired 
4/25/89 fp 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 
Riverside RA Store evidence 


To Be Returned} See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 
nes ane PC C7) 


XJ Yes [1 No Grand Jury Matérial- Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 


GRAND JURY MATERIAL 
DISSEMINATE ONLY PURSUANT 
TO RULE.6 (e}., Fed., R. Crim. P. 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 


Evidence Bag Seal# = Special Agents 
Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


BLOCK yy 
col 2 NDEKED 
F 7 ~_ Ye 
| “ 
Field File # _196B-3804~1B34 Ao IS" 389 


00:___Los Angeles FEI— LOS ANGELES 


ORIGINAL (FILE COPY) 


me veal ® 


Bulky Exhibit - Inventory of Property Acquired as Evidence 
FD-192 (Rev. 7-18-85) 


Date 
4/24/89 


Title and Character of Case 


aka 
ET AL; 
FBW; MF; 
00: Los Angeles b6 
laece 
Date Property Acquired Source From Which Property Acquired 
ph Ret yeney 
4/21/89 SIDKOFF, PINCUS. & GREEN, 530 Walnut Street, Philadelphia, PA. 
Location of Property or Bulky Exhibit Reason for Retention of Property and Efforts Made to Dispose of Same 
SARA BULKY 


To Be Returned| See Serial | Agent Submitting Property or Exhibit Agent Assigned Case 


O Yes &!No Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 
Yes §1 No Property to be Forfeited to the Government 
Description of Property or Exhibit 


agreements, correspondence, and contracts between 
AMERICAN REALTY GROUP, INC. and the following: 


HUDSON BAY 
GROUP; SAUDT INTERNATIONAL INVEST 
CORP L 5; an UNITED KINGDOM LOANS AND 


INSURANCE SERVICES LIMITED 


For Valuable and/or Narcotics Evidence Only 


Signature of Two 
Evidence Bag Seal# Special Agents 


Verifying and Sealing 
Bag Contents 


SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (initial and Date) 


BLOCK STAMP 


=e tO 
SERIALIZED 


Field File #__196A4-4968-1B76 


00:___ LOS ANGELES 


ORIGINAL (FILE COPY) 


i, ~~ * 
& 2 ‘ 

i : 
= 


FD-36 (Rev. 8-29-85) 


FBI 
TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
O Teletype OC] Immediate O) TOP SECRET 
0 Facsimile {Priority [1 SECRET 
O Airtel O Routine O CONFIDENTIAL 
[1 UNCLASEFTO 
[1 UNCLAS 


Date 5/22/87 


TO: SAC, PHOENIX 
FROM: SAC, LOS ANGELES (196A-4834) (WCC-1) (P) 
RE: COMMERCIAL ACCEPTANCE CORPORATION 


4 FBW 
00: Los Angeles 


5 
6 a ‘Enclosed for Phoenix is one copy of Legat, Paris 
teletype dated 2/13/87, captioned as above. A copy was 
i © designated for Phoenix by Legat, Paris. 
8 Background information regarding captioned case 
‘ contained in enclosed teletype. 
LEAD 
10 Sa hi P 
PHOENIX 
11 fe et 
AT Contact be 
12 telephone HTe 
obtain details o is complaint and détermine if any b7D 
13 violation of federal law exists. > 
14 
15 
16 
17 


2 - Phoenix (Encls. 1) 
18 -, Los Angeles 


77 (1 - 196A-4677) Gig u93- A 


19 - 196A-4137) © ARCHED, smu 
20 INDEXED ee 


186 
seriauizen LO} 7c 
21 : LAS 


| Transmitted =P 
(Number) (Time 
OFFICE COPY | | 


Memorandum @ a 


To SAC, LOS ANGELES (196A~4834) (WCC-1) (P) 


Subject: COMMERCIAL ACCEPTANCE CORP.; 


Date 7/16/87 


b6 
FBW?; b7C 
00: Los Angeles b7D 


A determination as to future investigation in captioned 
matter wi ot be effected until results of interview with 
Ss received from the Phoenix Division. 


SERIALIZED. FILED __ 
JUL 17 1987 


FBI — LOS ANGELE 


~ 1* - 


FD-302,(REV. 3-8-77) 


FEDERAL BUREAU OF INVESTIGATION 
1 


Date of transcription 8/19/87 


was interviewed. After 
@ing advised of the identity of the interviewing agent and 

the purpose of the interview,[____—sJ provided the following 
information: 


[ | contacted the FBI and requested to be 
interviewe ue to his involvement with 


stated that 


Bonds financed by CAC have been insured by either 
BUSICORP of Luxembourg or IRI REINSURANCE FOR INTERNATIONAL 
BUSINESS LIMITED (IRI-RIBL) of Zurich. 


In early 1987 


he became involved with[ ss 


b6 
b7C 
b/7D 


b6 
b7C 
b7D 


ro) ngeles = 4 


b6 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 


Len OR, 


ae y ; . ‘ P 
a ats 
FD-302a (Rev. 11-15-83) N é é 


PX 196A-1966 
LA 196A-4834 


Continuation of FD-302 of | CD ee ,On 7/8/87 , Page__2 
‘ss 


stated that he had a limited amount of documen- 


tation BUSICORP, 

CAC, an * e was willing 1de Is information 

to the FBI upon request. Further, stated that he would b6 
assist agents of the FBI in any way possible. He stated that ~ b7C 


he was not concerned at this time regarding criminal activity 
that might have been perpetrated against him but rather an 

and all criminal violations 

He believes that an investigation should be initiated 


FD-36 (Rev. 8:26:82) & . i‘ e 
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‘ ‘ FBI ae 
TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
1 Teletype LJ immediate Ol TOP SECRET 
C] Facsimile (1 Priority [) SECRET 
(§ AIRTEL 1 Routine r {] CONFIDENTIAL 
[1] UNCLASEFTO 
1 UNCLAS - 


Date 8/19/87 


TO: SAC, LOS ANGELES (196A-4834) (WCC-1) 


L- 
PROM: | AC, PHOENIX (196A-1966) (RUC) 


COMMERCIAL ACCEPTANCE CORPORATION 
FBW 
0O: LA 


Re Los Angeles airtel dated 5/22/87: and Phoenix 
telcal to Los Angeles, 7/10/87. 


Enclosed for Los Angeles are the original and one 
copy of an FD-302 reflecting interview of[._]_| be 


and 1-A envelope containing interview notéSs. 


b7C 
b/7D 
. ; | 
2 - Los Angeles (Enc. 3)- 
1 - Phoenix 
(3) b6 
bt 


Approved: __. CT S:*é«iCTTraarnsmitted = Per 
(Number) (Time) 


SERIALIZED LATAPILED, 
6 Buy 1987 
‘ERE LOS ANGELES 


* "Memorandum 


To : SAC, LOS ANGELES (196A-4834) (WCC-1) PR 10/2/87 
pom saL_ 
Subject : COMMERCIAL ACCEPTANCE CORP. 


FRW, MF, ITSP 
00: Los Angeles 


Ot @: 
a Se chy 
OE 


On 9/29/87, 
to furnish documents regarding 


was contacted and requested 


indicated that Luxembourg 
1S proceeding criminally against subject's European activities. 
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October 22, 1987 
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FBI b7D 
17th Floor 
11000 Wilshire Blvd. 
Los Angeles, Ca. 90024 


Recently df spoke to you regarding a 
possible fraud on the part of Commercial Acceptance Corporation. 


While he was out of town, an investors meeting was called. 
The meeting was held on October 
a e Hya on Century Blvd. Purusant to that meeting, I am 


enclosing information which you may find helpful in your 
investigation. 


The meeting was called by USTC, the trust company. CAC pe el 
i tendance but were represented by an attorney 
The insuranc icorp, was also 
represented by an attorney, ho had been retained 


as of October 16, 1987. 


Enclosed is a recap of the current situation as provided by USTC. 
As you will see, the problem has been ongoing for sometime. 
However, the sections which I would especially refer you to are 
those regarding USTC's attempt to locate both Busicorp and IRI 
(see pages 4 & 5 of the enclosure). You will note that it 
appears Busicorp does not exist. The same is true for IRI. 


L —_| would disclose no information other than the fact that men 
@ was being paid. He would not disclose which person had hired 
him. He did promise to clarify the situation and advise 
noteholders within ten days of the date of the meeting. 


Of interest is the fact that a certain gentleman's name kept 
recurring throughout the discussion of insurance. Mr. Elsworth 
of a company called U.S. Coal (Cole). His existence was brought 
to light by an attorney representing a note holder. I am unsure 
of the spelling of the company name but supposedly it is 
registered in the U.S. has been in constant catact 
With bir. Elsworth. Mr. Elsworth suggested hiring Busicorp to 
CAC. Mr. Elsworth's U.S. offices are located 411 West 7th 
Street, Los Angeles, California 90014. These offices are on the 
floor above the CAC offices. Mr. Elsworth is also the recipient 
of a substantial loan from CAC. It also appears that Mr. 
Elsworth had something to do with the European sight drafts that 
were issued to USTC and returned for insufficient funds. 


No one on the panel of attorney's representing USTC, CAC or 
Busicorp would discuss Mr. Elsworth or his connection with the 
problem in any detail. 


a @ 


It is also interesting to note tht USTC was ‘expressly prohibited 
from authentication on new Notes after an event of default! (see 
page 4). A default was declared as of June 30, 1987. However, 
at least two persons attending could produce notes which had been 
issued and authenticated by USTC after the event of default. One 
of these persons was also issued notes by CAC for the same 
investment. 


Another meeting has been called for November 4 at the Ballroom in 
the Hyatt. The meeting will commence at 10:00 A.M. At this time 
CAC hopefully will appear. Their attorney said they are in the 
process of setting up individual pool meetings beginning November 
2. However, none of the approximately 250 people attending the 
meeting of the 21st had been notified of such a meeting. 


While a great deal more transpired, the bottom line of the 
meeting of October 21 was that the CAC and Busicorp attorney's 
knew very little concerning payment of notes, the default 
situation or when the CAC officers would be available for 
comment. 


I hope this is helpful in your investigation of CAC. Please note 
also that inl — previous correspondence the indication 
of CAC address an elephone number is intended only for your 
information and should not be contrued as a carbon copy to CAC. 


Thank you for your attention. Should you have an uestions, 
please don't hesitate to contact me at my honor my 
office[ ss safter November 2. 


Best regards, 
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i” Memorandum ® b 


To : SAC, LOS ANGELES (196A-4834) (WCC-1) (P) Date 11/3/87 


Subject: COMMERCIAL ACCEPTANCE CORPORATION; 
FBW; MF; 
00: Los Angeles 


On 10/16/87, the writer cont 


nburg, 
Belgium, telephone 


is the 


y for complainant in captioned case. 
state orward pertinent documents regarding the | 
case to the FBI in Los Angeles. 


AK 4a 4u-B 
| | SEARCHED... JANDEXED ow. finree. 
SERIALIZED... fr riev ; 
NOVO 8 1987 


FBI -- LOS ANGELES 
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Law Offices of 2100 Wilskixe Boulevard . 


Suite 650 
[ss sc eae: Caters oe 
213-207-4397 


October 20, 1987 


To: Noteholders of Commercial Acceptance Corporation 


This firm has been retained to represent Busicorp, Inc. and IRI-Reinsurance 
Inc. Ha regard to the investment pools of Commercial Acceptance Corporation 
(C.A.C.). 


Busicorp, Inc. and IRI-Reinsurance Inc. have been called upon to remedy an 
apparent deficit of approximately $1,600,000.00 resulting from a default 

by several borrowers in regards to one of the C.A.C. secured investment pools. 
Upon receipt of a formal claim and proof of loss, Busicorp, Inc. and IRI- 
Reinsurance Inc. will as expeditiously as possible process the claim in 

a manner consistent with the practices normally followed by this sureties 

and Insurance companies. ; 


Regarding the pool currently in default, Busicorp, Inc. and IRI-Reinsurance 
Inc. are confident: in C.A.C.'s ability to meet its on going obligations. 

We are informed that the Trustee, United Security Trust company, holds 
Deeds-of-Trust upon pledged collateral property valued in excess of 
$3,000,000.00. We are also informed that the defaulting borrowers may have 
resolved their difficulties and will within the next 30 days will meet their 
obligations. . 


Busicorp, Inc. and IRI-Reinsurance Inc. believes that the Trustee, United 
Security Trust Company, has acted precipitately in making allegations 
concerning the C.A.C.'s investment pools. The theory advanced by the Trustee 
that a default in any pool constitutes an immediate, prima facie default 

of each and every such pool, is completely without merit, and, coupled with 
their refusal to "rollover" current investments into new pools, constitutes 

a unwarranted assault upon Commercial Acceptance Corporation, Busicorp, Inc. 
and IRI-Reinsurance.Inc., and the Noteholders. Moreover the Trustees 

ara is not consistent with its previous and current operation of the 
pools. 


In closing this statement, we wish to unequivocally reassure the C.A.C. 
Noteholders that, as Surety, Busicorp, Inc. and IRI-Reinsurance Inc. 
shall act to expedite payment of any and all legitimate-claims. 
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CAC INVESTORS MEETING 
October 21, 1987 


introduction 


United Security Trust Co. ("USTC") has served as Trustee of 
certain Series of Insured Collateral Trust Notes issued by 


Commercial Acceptance Corp. ("CAC") since approximately July of 
1985. 


In its capacity as Trustee, and pursuant to the requirements of 


the Collateral Trust Agreement, USTC has performed the following 
duties: 


- Received funds from investors and transferred monies to CAC 


in exchange for an equal amount of collateral as provided 
for in the Trust Agreement; 


- Received funds from CAC to make interest payments to 


appropriate parties and principal payments when due for 
maturing notes; and 


- Authenticated certificates to investors regarding their 
interest in the Notes. 


In addition, USTC has maintained records on the various 
investors, their interests, interest amounts and principal 
amounts and proper due dates of same. 


From mid year 1985 to June 30, 1987, our records indicate that 
timely principal and interest payments have been made to 
investors in the various Series’ for which we have served as 
Trustee. 


Current Status 


Relative to Series 681, 682, 1067C & 1067I all maturing on 

June 30, 1987, USTC did not receive sufficient funds to pay off 
all maturing investor interests. Of the total series of 
$5,450,395.08, $798,244.66 was provided by CAC to make a partial 
payment, $3,045,081.52 was understood to represent rollovers to 


new Series and the balance $1,607,068.90 represented defaulted 
payments. 


Relative to Series(1097C¢) & 10971, 2097C & 20971, USTI-C & 
UST1-I, 310/311 all ring on September 30, 1987, USTC has 
received no funds from CAC or further directions. These Series 
total $11,962,396.72. 


Historical Outline 


During the first week of July, the staff of USTC contacted CAC 
to determine what action CAC was taking to pay off outstanding 
investor interests. USTC was advised that there was a "temporary 
cash flow" problem and that funds were being raised from 
international sources. 


The Trust Agreement provides USTC with broad discretionary 
authority to work with CAC and to resolve issues if it believes 
its actions to be in the best interests of the Noteholders. 


at the same time USTC received "sight drafts" drawn on a 


European bank payable to CAC and endorsed over to USTC in the 
amounts of $1,375,000. 


The "sight drafts" were presented for payment and subsequently 
returned NSF to USTC on September 9th. 


In the last week of July, USTC retained an independent 
accounting firm to interview the principal(s) of CAC and ask for 
a confirmation and understanding of the problems of delay in 
repayment of outstanding Notes. 


Our representative was advised that a foreign investor had pur- 
chased 50% interest in a major borrower of CAC and that funds 
would be received by means of a "sight draft" in the near fu- 
ture. He was assured that all efforts to correct the situation 
and bring the outstanding series current were being pursued by 
CAC and that the bonding arrangement would pay off by August 
30th. 


b6 
Also during July USTC interviewed] werthe's b7C 
representative of the bonding company, who sta e following: 


- IRI RE-Insurance for International Business, Ltd. ("IRI") is 
an insurance company with headquarters in Europe. The firm 
is privately held and was formed by several individuals from 
Europe and one U.S. investor. With its re-insurance busi- 
ness, IRI retained 10% of the policy liability that Tt 
underwrites. The role that IRI plays is similar to the 
"lead underwriter" of a bond offering. 


- ESC, SA is a corporation that was established by the various 
insurance companies that participate in the re-insurance 
pool that IRI underwrites policies with. ESC had been re- 
tained by IRI to act as liaison between the various insurers 
and retains 10% of the policy's liability. 


- All of the insurance companies in the pool are the 
equivalent of AAA rating. 


@ 
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- The bonds are issued to cover the investors in the Series, 
not to cover CAC from default on the Notes. Each Series is 
bonded separately up to maximum of $5 million with multiple 
bonds required for Series in excess of $5 million. 


On September lst and 61 days after default, USTC made formal 
written demand on CAC for payment of all outstanding 
indebtedness and subsequently advised the bonding company in 
writing that certain Series were in default. 


On September 3rd, a representative of a major borrower of CAC 
advised USTC in writing that a $5,000,000 credit line would be 


set up on September 4th. Funds have not been received from this 
source, 


On September 9th, the date that the sight drafts were returned 
NSF, USTC on behalf of the Trust retained independent counsel, 
Manatt, Phelps, Rothenberg & Phillips, to review the Trust 
Agreement further and advise USTC as to what action was 
necessary on behalf of the beneficiaries of the Trust and what 
responsibilities USTC must or should assume. 


On the advice of counsel, USTC arranged a meeting with CAC and 
its counsel on September 14th to determine what action was being 


taken by CAC to cure the default and when the bonding companies 
would pay. 


Subsequent to this meeting, numerous attempts were made by our 
counsel to obtain a definite payment commitment without success. 


On the advice of counsel, USTC notified the initial holders of 


Notes in default as of June 30, 1987 and arranged to meet with 
them. 


This meeting was held on September 30th with USTC's counsel 
meeting with attending investors and their counsel(s). CAC was 
invited to attend but did not. 


At the meeting of investors it was agreed and recommended by our 
counsel that USTC notify all investors of the defaults. Letters 


announcing the default and scheduling a meeting date were mailed 
on October 5th. 


On the advice of counsel, USTC made formal written demand on 
September 22nd for payment by the bonding company on behalf of 
the investors in the defaulted Series. 


Counsel further advised USTC and CAC that under the Collateral 
Trust Agreement of June 17, 1985 USTC is expressly prohibited 
from authentication on new Notes after an event of default, a 
default on one Series is a default on each other Series, and 


collateral pledged on one Series is security for each other 
Series. 


Other Considerations 


During the last 45 days USTC has retained outside resources on 
behalf of the Trust to investigate the following: 


* Research Regarding Insurance: Our counsel has made the 
following efforts with reference to the existence of 
available insurance. 


researched its records and found none reflecting the 
existence of "Busicorp" of Luxembourg or "IRI RE- 
Insurance for International Business Ltd." of Vaduz, 
Lichtenstein. 


x - On October 13, the California Dept. of Insurance 


- On October 14, the licensing bureau of the State Dept. 
of Insurance was asked if any licensed 'surplus line 
broker' sold the policies which CAC says insures the 
collateral trust notes. They reported that the records 
are kept only by name of broker. However, they had 
never heard of any person whose names have been linked 
to the various re-insurance companies. They also never 
heard of Busicorp or IRI. 


- On October 15, A. M. Best, an insurance rating company 
: out of New Jersey which publishes an international 
edition (without rating the companies), checked its 
A publication and two others published in Europe. None 
of these publications reflect the existence of Busicorp 
or IRI. 


- On October 16, first contact was made with the Swiss 
law firm of Staehelin, Hafter, Jagmentti, Lutz & Be 
Partner. L ~~~——.  Jof that firm was ead 
formally engaged on October 19 to make inquiries 
regarding the existence and financial condition of 
Busicorp, IRI and the re-insurance pool of "49 European 
insurance companies." 


- Direct contact was made with a high ranking executive 
of Zurich S.A. Insurance Company who is currently 
researching records regarding whether in fact it is 
participating in any relevant insurance pool. 


Similarly, contact has been made with the American 
representatives of La Baloise (spelled "La Baloese 
S.A." on documents given to us by CAC) and Commercial 
Union Group G.B. of London, England. Follow-up efforts 
are in progress. 


* Collateral Account: Our Collateral Trust Account files 
indicate as to the defaulted Series the following 
information: 


- 86% is represented by real estate of which 3/4ths is 
located in Alaska and 1/10th in California; 


- 14% is personal property, inventory, equipment and 
personal guarantees. 


The total current default approximates $13,569,464 and represen- 


tations by CAC suggest that the collateral has a value of 
$16,073,000. : 


Pursuant to the Master Collateral Trust Agreement USTC has not 
examined or investigated the validity authenticity or value of 
the Collateral and has relied on the truth and accuracy of 
representations made by CAC. 


Recent Events 


On Tuesday, October 13th USTC's counsel as Trustee 

of Hatch & Parent, Santa Barbara) was advised by CAC's 
counsel that all outstanding Notes would be paid prior to the 
meeting of October 21st. This statement was confirmed back in 
writing by our counsel. 


on Friday, October 16th the president of one of the largest 
borrowers of CAC and also the American contact for the bonding 
companies spoke with counsel for USTC and also stated that the 
Notes would be paid prior to October 21st. 


On the advice of counsel, USTC has refused to authenticate any 
new Notes after August 19, 1987. We have evidence that CAC has 
issued new Notes without our signature. 


On the advice of counsel, USTC has advised all CAC client 
borrowers of the "Event of Default" and directed borrowers to 


make principal and interest payments directly to USTC and not to 
CAC. 


On the further advice of counsel, USTC will make formal written 
demand of CAC and the bonding company for funds to cure the 
default on Series maturing as of September 30, 1987. 
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Conclusion of this Meeting 


An "Event of Default" has occurred and pursuant to the 
Collateral Trust Agreement, a majority in principal amount of 
Notes (by dollar investments) may direct the Trustee to 
institute proceedings and protect and enforce its rights in law 
or equity. 


In accordance with the Trust Agreements USTC is not required to 
take any further action unless it has acceptable financial 


assurances to finance any expenses attendant to any action 
requested. 


usTC has provided available information to the Noteholders to 
assist the Noteholders in their consideration of a necessary 
course of action. 


usTC has prepared a ballot for investors who wish to have USTC 
involved in further action. The 310/311 Series operating under 
a separate trust agreement will be separately evaluated. The 
ballots from all other Series investors will be collectively 
evaluated. 
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FOTNS alice? 


October 15, 1987 


FBI 

17th Floor 

11000 Wilshire Blvd. 
Los Angeles, Ca. 90024 


Dear Sirs: 


This letter is being sent pursuant to my telephone call and conversation 


with, on October 14, 1987. 


In the year 1985 I was introduced to a company called Commercial Accep- 
tance Corporation by way of a letter which included the names of a 
number of doctors and hospitals who had successfully invested money 
in their corporation. As the result of this solicitation I invested 
[ in their company which matured in 1987. This note was 
paid off promptly. JI again invested[ which again matured 


in 1986 and was paid off promptly. As a result of the companie's con- 


tinued good performance I again invested in excess off si in 
their company in funds that will mature in 1988. On September 1986 


i a a aa a a 
[ and this note matured September 30, 1987. The company had 
been notified in August 1987 that I wished to have the entire interest « 
and principal paid to me at maturity. The/certificate forl id 
was picked up at my home by lon 9.28.87 stating that 
it was necessary that they have That Cartificate in order to collect 
the.amount due me,““On October 2, 1987 a letter was mailed to me by 


of Comm rcial 


aly wills 
iPlok Tk 


Cringe 


“etoeswrmanseacutn 
Acceptance s 


PINE Pte iit ta 


ting that they were. being falsely accused by United Security 


Trust of defaulting on their loans. I spoke to[ Von 10.6.87 
ppm 


and was reassured by him that this did not involve any of my notes. 
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On October 5, 1987 I was advised by United Security Trust of further 
default by Commercial Acceptance in the amount of $6,054,940.08 which 
involved my note 1097C. In the same letter United Security Trust also 
stated that CAC had defaulted on other notes in the amount of $5,907,456.64. 


As the result of these disturbing communications I became extremely 
worried and began calling Commercial Acceptance Corp. for an explana- 
tion and demanded my money. The receptionist continuously told me 
that the executives were not available and as a result I was never 


able to speak with anyone about the problem. I went to their office 


unannounced on 10.9.87 and after an extremely long wait finally was 
able to meet with They 


both assured me that my money would be paid shortly. Since I heard 
nothing more from them I began making calls unsuccessfully on 10.12, 
13, & 14.87 and was never able to contact anyone. I went to their 
office again unannounced on 10.14.87 to deliver a letter of demand 
to The telephone receptionist spoke to him in 


his office but he refused to come out and accept the letter and repeatedly 
insisted that I speak with I advised the receptionist 
that I had no desire to == and left the letter for 
[ana obtained a receipt for the same signed by his secretary. 


I have also attempted to get information from United Securities Trust 
but their| ss s—s—~—sCSCSCd reuse to discuss the problem 
with me. The Trust Company has announced a meeting to be held at 10 a.m., 
October 21, 1987 at the Hyatt Hotel, 6225 West Century Blvd. Los 
Angeles,Ca. 90045 in the International Ballroom. 


I do feel that this operation extends far beyond the State of Califor- 
nia since I have been advised that the Insurance Company is Busicorp, 
SARL, Luxenberg. 


oer 


I feel that I have possibly become involved with an illegal operation. 


This company originally paid off it's small loans conscienciously 

but now that they have extracted larger sums of money from me they 
have defaulted on their loans. They have also refused to discuss the 
problem with me and I have not been able to fine them even when I go 
to their offices. On one occasion that I did speak with them they 
refused to give me any information and what methods they were using 
to collect my money. They have also refused to return myoriginal cer- 


tificate to me. 


I do hope that your department will look into this situation and if 
this is a "bust out scheme", I do hope that the involved personell 


will be aprehended before more people loose their life's earnings. 


Sincerel : 


A-o- vist WAG Wer 


Commercial Acceptance Corporation 


4d. West 7th Street : 
hosts y NEL OMEY PRA IAEA TLEME PARLIN VOOR 


a 
OTRO TT NM Nee tsey, PE ee 


na cuite 700__ 


cme 


Los Angeles, California 90014 


INNER any, 
eM yy 


213-626-1151 


Lacemaking USA 22 


FBI 

17th Floor 

11000 Wilshire Blvd. 
Los Angeles, Ca. 90024 


tex{___] re 


s 
Department of Frau 
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b6 
b7c 
b7D 
November 5, 1987 

F B I -17th Floor 

11000 Wilshire Blvd. 

Los Angeles, California 90024 

Thank you very much for taking,yan interest in my problem with Commercial 

Acceptance Corporation, iba Secu 2 est, Of, Santa,.Barbara, and Mr. 

John C. Ellsworth. | 

etbisbeldainteatesn’! Thy Heyer, 
My letter and a letter from 
outlined the problems as they 

existed up to November 1, 1987. 

The following is a brief summery of what has transpired since that time. 

Commercial Acceptance Corporation called a meeting on November 2, 

1987 at the Los Angeles Athletic Club for contribyfors of Pool 1097C 

and 1097, Attending this meeting were ae 
b7D 


C.A.C., salesifan, another person. of the Board of Directors of C.A.C. 
vate aes evstenen ee geetanh et 


and a stenographer for C.A.C. At this meeting [__—___Jexpiainea 
their operative procedures, C.A.C. solicéts money from lenders, deposits 
it with U.S.T. and then C.A.C. finds borrowers for the money. Upon finding 
a borrower then U.S.T. releases the money to the borrower through C.A.C. 


All payments on the notes, including principal and interest, are made through 


C.A.C. and forwarded to U.S.T. C.A.C. is responsible for appraisal of 
all collateral property and U.S.T. is committed to verify the collateral 
before authenticating a certificate. During this meeting] | stated 
that C.A.C. is adequately collateralized and is able to repay all loans. 
He also stated that U.S.T. is in default on a loan they have taken from 
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C.A.C. During this meeting[ __| suggested that C.A.C. from hence— 
forth would collect all interest and principal and place the money in escrow 
for the various pools so that the money would not be paid to U.S.T. 

On NOvember 4, 1987 another meeting was called by U.S.T. for investors 
in all pools. The meeting was conveined at 10 a.m. at the Hyatt Hotel 


on Century 
the meeting is enclosed as are are reports from U.S.T. and a | 
: igorp. As you see, the California Corporate Com missioney’s office 
en over the office of C.A.C. AIL their books are being audited 


at the present time. Mr. John Ellsworth did appear and gave,a report 
of his affairs and stated that he had adequate collateral t “control all 


of his loans. Of importance, he stated that 
with whom Mr. Ellsworth has been associated in Eurgpe will be in the 
United States for 4-5 days within the next 2 weeks. He allegedly is bring- 
ing adequate capital to service Mr. Ellsworth's currently defaulted loan. 


of Luxemburg 


Mr. Elisworth admits to owning numerous businessess both here and abroad 
and also admits numerous associates whom he failed to identify. He also 
stated that he had an encounter with the F.B.I, in Europe which he stated 


involved an attempt to “shake him down" og an insurance pojicy. C.A.C. 


also read a letter signed by achnowledg— 
ing a loan by U.S.T. from C.A.C. wiich is now in d€fault. Mr. Els+ 
worth also reported that U.S.T. had purchased an insurance policy from 
his company but failed to pay their premiums. Asteering committee had 
been formed at the previous meeting on the recommendation of U.S.T. 
and their seems to be some conflict of interst in this committee since 
some of the members of this committee are alegedly clients of U.S.T. 
It should also be noted tha{ stated that he would be leav- 


ing for Europe within the next week. There is no doubt that this problem 


is complex and I certainly appreciate your concern about this situation. 


vd., Los Angeles, and recessed at 2 p.m. The agenda for bee 
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I have tapes of all of our meetings and will be glad to make them availa- 


ble to you to assist in your investigation. I would be willing to visit your 


office personally at anytime should you so desire. 
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I would like to bring to your 
my investigation in the above- 


1. Concerning IRI Re-Insurance for International Business 


Limited we have received the following information 
from the register of commerce of the Principality of 
Liechtenstein: the Company was founded on August 21, 
1986. Its purpose was the negotiation and conclusion 
of reinaurances, finance transactions and the partici- 
pation in enterprises, and all other legal transac- 
tions in this context. Its sharecapital amounted to 
sfrs 50'000.+<, divided into 50 fully paid-in bearer 
shares with a nominal value of sfrs 1'000.~= each. 


- 
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first member of the board | 
a | He ig a mem 


2. 


3. 


reputable tr company. On October 10, 1986, he was 
replaced _b 
Re A 


C. Ellsworth, 411 West 7 reet, Suite 800, Los 
Angeles, California. Both of them had individual sig- 
nature for the Company. 


Following a resolution dated December 15, 1986, the 
liquidation of the Company was n in the register 
commerce on December 16 1986, | 
was ap- 
pointed as quidator with individual signature. 


The Corporation was erased from the register of 
commerce after completion of the liquidation on June 
23, 1987. It ia highly unusual for a corporation to be 
liquidated only after four month of existence. 80 far 
we do not know anything nearer, 


I have contacted ae ae |: Luxemburg to 
question him about ée AL Yy he two corpora- 
Pies, Ld was very corporative and willing to 
give me all the information he could provide, He told 
me, that Busicorp went into liquidation in December 
1986. He was appointed as liquidator. This summer the 
Liguidation was concluded and the remaining assets of 
the Company were distributed to the sole shareholder, 
Mr. John Ellsworth, 411 West 7th Street, Los Angeles, 
Suite 800. Apparantly Mr. h has received about 
12,8 mio. Belgian Francs. told me, that a 
small amount of this sum was st in his hands. He 
further said, that he has been on the board of Busi- 
corp together with a number of US citizens. He will 
send me by telefax the name and addresses of the for- 
mer board members of Busicorp. I shall fax them to you 
as goon as I will have received them. 


I tried to contact the Swiss insurance companies which 
are listed on the letter of IR -Insurance for In- 
ternational Business Limited col | dated 
October 7, 1986. By the way @€ Swiss 


names 0 
companies are misstated. of 
Schweizerische R&ckversicherungsgeseliscna me, 


that the named insurance companies are aware of this 
cape and that his company is taking the lead to con- 
duct the investigations in this matter. None of the 
named Swiss insurance companies had any business con- 
tracts with IRI Re-Insurance or Busicorp. He told me, 
that his investigations are only advancing at a very 
slow pace, as it is usually the case, when illegal — 
acts seem to be involved. The insurance companies will 
decide upon taking further measures against the 
responsible persons as soon &s they will have conclud- 
ed their investigation. 
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I shall send[ ____lsna his colleagues the affida- 
vit form which we w receive from you. 
I hope that these informations have been helpful to you 


and I shall contact you again as soon as I have more 


knowledge about this matter. 
b6 


With kind regards, b7C 


ours sincerel 


PDATE OF EVENT INCE 10/21/87 


1. Preparation for November 4 Meeting, 


At the conclusion of the October 21, 1987 investors’ 
meeting a written report was prepared by USTC and 
forwarded to all investors on October 23, 1987. 


2. Financial. 


No funds have been received from CAC since October 
21, 1987. No disbursements have been made by USTC to any 
investor since October 21, 1987. No funds have been 
received from the insurance companies. 


On October 31, 1987, Series 1107C & 1107I matured 
and became due and payable. No funds have been received 
from CAC or the insurance companies to make principal 
and/or interest payments to the applicable investors. 
Appropriate demands on CAC and the insurance companies 
have been made by USTC of this event of default. 


On October 23, 1987, USTC counsel sent a letter to 
attorney[| si the representative of Busicorp and/or 
IRI RE-Insurance for International Business Ltd. who 
appeared at the October 21, 1987 meeting. [was 
asked for documentation to substantiate his claim that 
there was an effective insurance program in place and that ze 
the insurance was backed by a re-insurance pool of large b7c 
and well-established European insurance companies. 
Further[ was asked for an explanation for his 
assertion that CAC would be able to meet its ongoing 
obligations and that certain borrowers from CAC would 


within thirty (30) days meet their financial obligations. 


NO RESPONSE FROM| _————Si#RAS: BEEN RECEIVED. 
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On October 23, 1987, USTC counsel learned from[ | 
[_si‘(al”tC#é#i(OE «the Swiss law firm of Staehelin Hafter 

Jagmetti Lutz & Partner that he had received negative , 
information regarding the existence of Busicorp and IRI. 
Further, he had learned from a confidential source that 
none of the alleged large and well-established European 
insurance companies had any association with the 

collateral trust note program. [indicated 


that a formal written report would be forthcoming. 
b6 
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[sent a letter which is attached. The 


substance is that IRI was founded in August of 1986 and 
was dissolved in December 1986. The liquidation was 
completed in June 1987 with its assets being distributed 
to John C. Ellsworth. +” [further indicated 
that he had corroborated the fact that no large and 
well-established European insurance companies had 
participated in the collateral trust note program and that 
Zurich Insurance Co. had knowledge of a fraud 
investigation. 


This information was immediately forwarded to 


attorney[ «| for distribution to the ad hoc 


steering committee on behalf of the investors. 


1/ Mr. Ellsworth is the same man who indicated to 
USTC's et al., that he was 
the U.S. representative o usicorp - He is a 


signatory in one capacity or another on a number of the 
loans from CAC. He is the one who on behalf of U.S. Coal 
Corporation sent to USTC five sight drafts in the amount 
of $1,375,000 which were later dishonored by a Belgian 
bank. 
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On October 27, 1987 counsel to USTC conducted a 
preliminary investigation of collateralized promissory 
notes and determined that a large portion of the loans in 
the defaulted series were made to "Dennis E. Wagner 
Enterprises" or EMD Investments and the security was land 
located near Anchorage, Alaska. In order to determine its 
existence and value, the Anchorage law firm of Lynch, 
Crosby, Melinda & Sisson ana[ sido that firm was . 
retained to investigate the Alaska collateral. Copies of 
the security instruments relating to the land in Alaska 
were forwarded. 


On October 30 and November 2,[ ___—_—sdjreportea 


that|__———=—=—s—S—S—S=édipost: of fice box had been closed 
with no forwarding address. He further reported that one 
parcel in the Gridwood-Portage area, approximately 35-40 
miles south of Anchorage, was purchased by[ sd 


in November 1982 for a price believed to be close ee 
to There was a recorded trust deed in that 


amount when he purchased the land from als 


[ On December 23, 1982,| borrowed 
approximately[ against this property. aaa 


reported that land in the general area dropped six (6) 
feet or more as a result of the 1964 earthquake. This 
particular parcel is totally under water at high tide. He 
is developing further information. 


As to a more northerly parcel located in Wascilla, 
approximately 40 miles north of Anchorage, two of the 
three parcels are still owned by Dennis E. Wagner 
Enterprises and one by EMD. USTC counsel is awaiting a 
formal title report on those three parcels. An appraiser 
has been asked to make an informal estimate of the fair 
market value of those parcels. Results are pending. 
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On October 24, 1987, 
investor Lakewood Pipe, indicated that 
bankruptcy attorney in Los Angeles, had been hired and was 
considering the option of bringing an involuntary 
bankruptcy against CAC. On October 27, counsel for USTC 
spoke with ido] sd tem and| _| 
[bef efi. USTC supplied requested 
information. No further information on this subject has 


been received. 
6. liforni rporation Commissioner's Action. 


On October 29, 1987,. Ss senior 
attorney For the California Corporation Commissioner's 
Office, indicated to USTC counsel that she had requested 
that CAC produce all of its collateral trust note program 
files. She received unsatisfactory responses from CAC b6 
and, on October 30,[ ___—_—_—sd| indicated that her Pie 
investigators had assumed control over the premises of CAC 
and seized all relevant records. [_____iaskea USTC for | 
a declaration regarding CAC defaults. This was prepared 
by USTC counsel over the weekend of October 31-November 1 
and was sent tol on November 2. USTC counsel 
understands that the California Corporation Commissioner 
intends to request a Los Angeles Superior Court Judge to 
appoint a receiver for CAC's operations. 


ve, John C, Ellsworth. 


USTC's staff has made an effort to isolate documents 
bearing the name John C. Ellsworth and those security 
documents which do not bear his name but represent loans 
to companies where it is reasonably believed that he has 
some connection. , 
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Of the $52.2 million dollars worth of loans 
outstanding in the entire program, Mr. Ellsworth's name 
appears on $26 million dollars (50%) worth of security 
instruments. Making some reasonable assumptions of Mr. 
Ellsworth's connection to certain other borrowers, based 
on information received at different times by USTC 
personnel, Mr. Ellsworth borrowed a total of $27.7 million 
dollars (53%). 


The companies with which Mr. Ellsworth is known to 
have a connection are Desert Marvel, Ltd., Dennis E. 
Wagner Enterprises, Sultana Holdings, Inc., U.S. Coal 
Corporation, Oasis Entertainment, Apple Valley Air 
Service, Intervideo, Ltd. and John C. Ellsworth. 


The questionable companies are Slaussen Steel & Tube 
and Hughes Steel & Tube. 2/ The connection appears to be 
that security documents were signed by a 
in the capacity off ss—s—sSCSCSCsCdas also 
Signed loans affiliated with John C. Ellsworth on behalf 
of U.S. Coal Corporation (secretary/assistant-secretary), 
Sultana Holdings (assistant-secretary), Desert Marvel 
(assistant-secretary) and Intervideo (secretary). 


b6 
b7C 


2/ USTC's written request that|___]pay principal and 
interest directly to USTC was returned marked Undeliverable 
- No Forwarding Address. 
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IRI RE - Insurance For International Business Ltd. 
AEULESTRASSE 5 FL-9490 VADUZ 


P.O.B. 83 
Telefon: (075) 2 34 34 
October 30, 1987 Telefon: (075) 2 76 34 
Telex: 77874 TUVFL 


HISTORICAL BACKGROUND 
Busicorp S.A.R.L. 


Busicorp S.A.R.L. was established as a fiduciary international corporate 
company in 1984. Under the laws of the Grand Duche of Luxembourg, the 


incorporators were. th istration 
number known as the RC# in Luxembour i S.A.R.L. is 
The department of taxation number is nd custom number 


On June 15, 1985 Busicorp S.A.R.L. agreed fo Issue certain guarantee bonds 

for Commercial Acceptance Corporation and would arrange for the establishment 

of an internationally acceptable reinsurance pools to reinsure 80% of the 
undertaking. At this time Mr. Ellsworth agreed to provide certain collateral 

to assist Busicorp in meeting its requirements. Shortly after Busicorp b6 
proceeded to issue its guarantee bonds for Commercial Acceptance Corporation, b7C 
Busicorp, S.A.R.L. entered into an agreement with AAEP Management, A.G. to 

create, manage and maintain certain reinsurance agreements. In 1986 at the 
recommendation of Busicorp's tax advisors, they decided to establish IRI 

Re~Insurance for Internatinal Business, Ltd., established under Lichtenstein 


oo pool arrangements to be handled by ESC, S.A. as arranged 
y 


IRI Re+Insurance assumes the obligations and responsibilities of Busicorp. 


IRI has received from United Security Trust a demand for 1.6 million U.S. 
dollars which claim will be honored by the Company. The Company is also 
advised, that due to certain precipitous actions on the part of Commercial 
Acceptance Corporation's trustee, that the trustee is taking action that 
could result in a premature demand on the bonds. IRI and its associates 
have sufficient resources to honor the obligations that they undertook, but. 
will only do so after careful review with CAC of all future claims above 
the initial claim of 1.6 million dollars. 


In addition it should be noted that the trustee, who is taking the irrational 

action and by inference and innuendo, is making statements concerning Busicorp 
and IRI etc. that Ufited Security Trust obtained an error and omission policy 

from IRI in May of 1987. 


A full detailed report is being prepared with evidence to demonstrate its 
capability of honoring claims now and in the future. The first claim is being 
processed and will be paid timely in the event CAC is unable to recover the 
monies due it which the recovery process that is presently taking place. 


Our attorney in the United States, Pecreraee se will handle any inquiries 
and be the disseminating point for The report that is being prepared. 


@ ‘ 2 


IRI RE - Insurance For International Business Lid. 


AEULESTRASSE 5 FL-9490 VADUZ 


PO.B. 83 

Telefon: (075) 2 34 34 
Telefon: (075) 2 76 34 
HISTORICAL BACKGROUND Telex: 77874 TUVFL 
October 30, 1987 

Page 2 


b6 
b7c 
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November 15, 1987 


eel = 
b7c 
FBI-17th Floor 
11000 Wilshire Bivd. 


Los Angeles, Ca. 90024 


Enclosed please find a notice of meeting and also an interesting 
bit of information from from United Security Trust Poa 
Company. I do feel that there still exists a great probability 4 
that UST is not being honest in their acting as a trustee for our 


funds. 


Sincerel 


THE MEETING LOCATION HAS BEEN CHANGED TO: 


THE LOS ANGELES 
AIRPORT HILTON HOTEL 
5711 WEST CENTURY BLVD 

LOS ANGELES, CA 90045 
PLAZA D - LOWER LOBBY 
"WEDNESDAY 10:00AM | 

~ NOV. 18, 1987 


THIS CHANGE IN LOCATION WAS NECESSITATED 
BY THE INABILITY TO RESERVE A MEETING 
ROOM AT THE HYATT FOR THE STATED TIME. 
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MEMORANDUM 
TO: COLLATERAL TRUST NOTE HOLDERS 
FROM: 
CEO, UNITED SECURITY TRUST COMPANY ("USTC") 
DATE: 11-13-87 
RE: UPDATE OF EVENTS SINCE 11-4-87 


MEETING OF NOVEMBER 4, 1987 


A second meeting of investors was held on November 4 
to discuss what action should be taken in light of the 
numerous defaults by CAC under the collateral trust note 
program. 


read a prepared statement, copies of which 
were distribu . Extra copies are available upon request. 


a attorney at law, gave a brief synopsis 
of the ad hoc investors’ committee. 


ear 0 attorney, California 
Corporations Commissioner, gave a lengthy outline of her 


office's seizure of CAC's books and records and an indication 
that her office would be seeking a court appointed receiver 
for CAC. : : 


; JOHN C...ELLSWORTH,; insurance repre native for 
Busicorp and IRI RE/Insurance, and wee) attorney at 
law, explained varyY6us aspects of the insurance and collateral 


protecting the investors' investment. 


and of CAC, an 
ey at law, expka@ined their problems and’ gave 
e€ir assurances that the investors were protected. 


After considerable discussion, the investors 
unanimously passed the following motion: 


"USTC and CAC are directed to cooperate 
with all governmental agencies, including 
the California Corporation Commissioner, 
and to meet again on November 18, 1987." 


b6 
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The meetings of October 21 and November 4 were tape 
recorded and have been transcribed by a certified court 
shorthand reporter. Copies may be obtained from USTC upon 
request. There is a charge for either item. 


At the last meeting a question was raised by CAC 
regarding an obligation owing by USTC to CAC. A report on 
this subject will be made at the meeting. 


RECEIVER AND CORPORATION COMMISSIONER ACTIVITY 
b6 
USTC's counsel is informed > ee she — 
received a written communication from S attorneys 
scheduling a hearing in court for Friday, November 6 at 1:30 


p.m. CAC stated its intention to have the court remove the 
Corporate Commissioner's investigators from CAC's premises. 


ee | present at the appointed time and 
place. CAC or its attorneys did not appear. No action was 
taken. 


The Corporate Commissioner has advised that a 
receiver will be applied for from the Los Angeles Superj 
sometime in the near future. As of this weiting | 
was still reviewing the documents seized from CAC an 
preparing the necessary court documents. If more information 
is available, it will be provided. 


ALIFORNIA FIRST/INDUSTRIAL TNDEMNITY COLLATERAL 


At the investors' meeting of October 21 and again on 
November 4, 1987, CAC and its-attorneys indicated that only if 
$12 - $15 million dollars held by California First and 


Industrial Indemnity were hem, CAC's cash flow 
problems would disappear. stated: 
"But as you must know, what is there is 
approximately $15 million in collateral 


and constitutes about 24 percent of the 
assets of CAC." (Transcript pages 80-81.) 


[om the same subject stated: 


"They (Cal First) have never furnished 

us back with the papers they hold on our 
properties, the UCC-ls, all the filings. 
Everything we do, to refinance. Do you think 
with $15 million sitting in Cal First we 
wouldn't refinance for a million-six?"(Tr. 102) 
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Since November 4, USTC's counsel has had numerous 
discussions with attorneys for California First and Industrial 
Indemnity. It has been reported to USTC's counsel that the 
disputed collateral is only $5 million (approximately) and 
Industrial Indemnity signed all documents and returned them to 
CAC on October 17, 1987. Why this was not explained to the 
investors on October 21, 1987 or on November 4, 1987 is 
unknown to USTC's counsel. 


Further, USTC's counsel has been informed that the 
fair market value of the $5 million dollars of collateral is 
somewhat questionable. USTC's counsel advised that if 
foreclosure proceedings are required on this collateral, many 
months, even years, could pass before funds are realized. 


USTC'’s counsel has been informed that the dispute 
with California First and Industrial Indemnity resulted 
because CAC defaulted on three (3) series pools organized in a 
similar fashion. to those under our master Collateral Trust 
program. Because of these defaults, Industrial Indemnity paid 
to those investors approximately. $16 million dollars.. Exactly 
who the borrowers were and who defaulted under those 
collateralized trust notes is unknown at present. Voluminous 
files are available for review. 


INSURANCE 


After the November 4 meeting, USTC's counsel wrote to 
attorney for Mr. Ellsworth, Busicorp and IRI 

RE-insurance, to ask him to please produce the mysterious 
letter from Luxembourg (in the "“Luxembourgese language") in 
order to substantiate Mr. Ellsworth's statements that there is 
in fact insurance or collateral for the benefit of the 
investors. Additionally, Mr. Elisworth's other statements 
were asked to be substantiated by written documentation, To 
date,[_~—~—sihas'« Failed to reply to either the letter of 
October 22, 1987 or the letter of November 9, 1987 from USTC's 
counsel. ’ 


USTC's counsel has asked Swiss counsel to interview 
regarding 

statements made to s counsel on November 3, 1987 that the 
claim that Busicorp/IRI RE-Insurance are sureties under 

Collateral Trust program is less than accurate and that 
fesse eegnacures on various documents are not truly his. 
This has not yet been substantiated. Hopefully, more 
information will be available for the meeting. 
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Mr. Ellsworth was quite specific at the November 4 


meeting thatL_——Sritcdis: coming within the next two weeks b6 
and will be here for four days and be available to meet with b7C 
the ad hoc committee or answer any questions." (Tr. 55.) 


USTC received a letter from[ jon November 12, 
1987, which states: 


.l have transferred this matter to the 
Federal Bureau of Investigations in Santa 
Barbara... 


"[Flor good order I like to inform you, that IRI 
as well as BUSICORP are definitively dissolved.” 


87, USTC's counsel received fron _| 

of the Baloise Insurance Company 
Ltd. a communication that they are not part of any bonding 
pool and that the papers delivered to USTC by CAC, presumably 
_obtained from Mr. Ellsworth, stating the contrary are untrue. . 
At least two Swiss insurance companies, Zurich and Baloise, 
have: asked for USTC's assistance in- getting the truth. of -how 
their names came to be associated with any bonding pool for 
the Collateral Trust Note program. 


THE LLATERAL 


USTC's counsel relayed to Alaskan counsel many of the 
comments made byL_______lof cac to the 


investors at the November 4 meeting. USTC's counsel has been 
informed by the Alaskan rneys that many of the factual 
statements made re the investors are, in their 
opinion, based upon misinformation. A qualified MAI has been 
engaged to render a preliminary appraisal and report regarding 
the value of the properties in Alaska which appear to secure 


approximately $20 million dollars worth of loans. , Hopefully |. 
“more information will be ‘available at ‘the ‘meeting. : 


USTC RECOMMENDATIONS 


Heretofore, USTC has given the investors all 
available information in its possession so that they might 
chart their own destiny. To date, the investors have only 
agreed that USTC and CAC should cooperate with all 
governmental agencies, including the Corporation Commissioner 
in seeking a receiver. This directive has been followed by 
USTC. 


Every fact involving representations regarding the 
insurance for the investments and regarding the land values 
securing approximately 38% ($20 million/$52 million) of the 
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trust investors' Teane has raised serious e gueet tone: There 
appears to be no insurance and the collateral may be worth far 
less than the value which has been scheduled and assigned to 
the trust. 


USTC recommends on the advice of its counsel that the 
investors take the following immediate steps: 


is If no receiver is appointed within the 30 day 
period the Corporation Commissioner has the CAC files under 
their control, application should be made either to the 
bankruptcy court or to a superior court for the immediate 
appointment of a receiver to take over all aspects of CAC's 
- Operations under the -Collateral Trust Note program. .. .. =- ‘ 


2. As to all series under the master Collateral 
Trust Agreement, all notes, whether in default or not in 
default at the present time, should be declared to be in an 
event of default. 


3. All appropriate legal action, including 
foreclosure and suits at law and equity, should be brought 
against ‘all borrowérs who ‘are ‘currently in defauit’ ‘and ‘who- 
become in default on their obligations to CAC. 


4. All borrowers should be investigated to determine 
if the loans were arms length transactions, and if not, that 
appropriate action be taken to locate and seize all investor 
funds. This may involve a_search in foreign lands. 


5. All collateral pledged and assigned by the 
borrowers to CAC must be investigated to determine its actual 
Sart AP Bete natin awe SrQex- “Mma. ket.-~v. rae SPIO tee rryree angen sop ap itor RAT ME ERAS os Do ebo tia aen tele slne Bnei nandpttindne «sam itd debe sith me Sib eee tpl arene Dibba S ~ 


6. All payments made by borrowers to the receiver 
should be held for ‘the benefit of the investors in the Series 
“to Which the plédged’ collateral has béén Scheduled”and” ~~ 
assigned by CAC. z Ate 

7. Unless there is unanimity on the question of 
"“cross-collateralizations," i.e. how the funds heid in the 
principal and collateral accounts should be distributed, 
application should be made to an appropriate court for 

"" “@istributiion orders. «= *'" ere eT Pag eee eee ee 


; 8. ,The investors. and USTC must aggressively attempt 
to involve local, state, national and international law 
enforcement authorities to have them conduct a thorough and 
intensive investigation of:the entire collateral trust note 
program. 
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INDEMNIFICATION OF USTC 


USTC requires indemnification for its costs and 
expenses before it will take any or all of the steps set forth 
above. USTC has expended from collateral trust accounts funds 
of approximately forty-one thousand dollars ($41,000) for out 
of pocket expenses for attorneys, consultants and 
accomodations for these meetings. A statement of these 
expenses has been billed to CAC. 
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Indices Search Slip 
FD-160 (Rev. 7-21-83) 


TO: OFFICE SERVICES MANAGER 
Subject 


Aliases 


Address 


O Exact Spelling 

O All References 

O Main Security Case Files Only 
O Security References Only 


File & Serial Number 


> 2 


Requested by 


O General Indices: 


Searched by 
O Confidential Indices: 


Searched by 
J ELSUR Indices: 


Searched by 


Consolidated by 


Reviewed by 


1 - Identical 
NI - Not identica! 


O Main Criminal Case Files Only 


O Criminal References Only 


Birth Date Birthplace Race Sex 
OD Male 
0 Female 


Social Security Account # 


O Restrict Locality of 


O Main Security (If no Main, list all Security References) 
O Main Criminal (If no Main, list all Criminal References) 


File & Serial Number 


O Isis: 

Date Searched by 
O ocis: 

Date Searched by 
O lls: 

Date Searched by 


File Review Symbols 
? - Not identifiable 
U - Unavailable reference 


Date 


Date 


Remarks 
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File No. 
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Date 
f ( a | Date 
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er a 1987 
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*Y.S__GOVERNMENT“PRINTING APPICE: 1985-491-510:42001 


Memorandum 6 ae @ 


T : SAC, LA (196A- NEW) Date 11/16/87 


: a b6 
rom: . ‘, ra Bie ek. M2 b7C 
BO ee JG be Ge / 


Subject: JOHN C. ELLSWORTH ;~~ A ee eee: a | 
SEAL, -ACGEPTANGE GARE 229-0 7-08 thor py ON OD 
COAT, rae St Ws7 ft PROY Set 
Ss #60 7 j i ffo f re fo fom a, 34 
BBW: MP; ITSP; ERISA: a ee 
00: LA fo res! mie oe o aa 


became involved in a venture wit i ] b6 
ang{ thf formed BUSTCORP in ) Luxembourg b7C 
capitolizxed with $300,000.00 as a reinsurance company 

to guarantee securities issued by ather companies. b/7D 
BUSICORP was subsequently liquidated in Dee. 1986. 


has recently learned that ELLSWORTH 


Aacording to 
is aware of the situation, and some investigation has already 


been undertaked[ sd 


The same date, 
contacted me and advised he represents UNITED SECURITIES 
TRUST (UST). Approximately $52,000,000.00 in pension fund b6 
money has been invested thru CAC and “ALLSWORTH which was b7c 
guaranteed by BUSICORP in some way. [__Jwvequested that 
nothing be done until after a meeting of various investors 
and CAC which was to be held on 11/4/87, in LA. 
yallt 


supiezs SEARCHED: , La EARCHED....% 7 NDEXED 
ee Gey SERIALIZED. rz FILED emo 

ADI SEO ba Y VY BATE LY 09 18 807 
g OLED FOLMS ecco 


* @ alr @ 


196A-new 


On 11/5/87 ,L___]aavisea that..after the meeting, 
it was the consensus of the investors who handle the 
pension plan funds that a fraud may have been committed b6 
and he was given authwoization to give any information b7C 
necessary to the FBI or other investigating authorities. 
An appointment was set up wit jon 11713787, put 
it had to be broken. 


On 11/16/87, 
b 


b6 
b7C 
b7D 
A meeting with[ was set for 11/17/87. 
Open & assign 196A- new to a LA agnat as the b6 
subjects and CAC are located there. b7c 


Information obtained from| wit be reported 
on FD—302. 
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United Security Trust Co. b7C 
April 9, 1986 
Page 2 


Management representing the Luxembourg Reinsurance Pool whose 

individual members are equivalent to an A.M. Best rating of 

A-i2 or better. Under the terms of the Bond the Surety shall 

pay amounts to the Trustee, for payment to the purchasers, equal 

to that portion of printipal and/or interest, if any, on the ; 
ee which shall be unpaid for any reason of nonpayment by the e 
ompany. 


F, The California Corporate Securities Act of 1968, 
Section 25102(e) and 25102(£) allows the Company, 
at its descretion, to accept Subscription on a limited 
basis from KEOGH plans, I.R.A.'s Corporations and 
accredited individuals who meet the accepted suitibility 
standards for this investment. 


Please acknowledge your receipt of this form of the Insured 
Collateral Trust Note, Series 3069C/3069I which are to be issued 
with the provisions of the Agreement by executing and returning 
this Series Designation. 


UNITED SECURITY TRUST COMPANY 


DEC 


72, Ceiniure des Rosiers - Howald 
Téléphone 49 31 97 
Telex 2251 luxco 


BGL 30-249 940-05 


Luxembourg, le 


INTEREST AND PRINCIPAL SURETY BOND 


PRINCIPAL: Commercial Acceptance Corporation 
@ 411 West Seventh Street, Ste. 700 ; 
Los Angeles, Galifornia 90014 


NOTES: Commercial Acceptance Corporation 
Series 3069C/30691 


TERM: 3 years from the date herein until June 30, 1989 
FACE AMOUNT: US$2,500,000 
INTEREST: 11 3/4% per annum 


Bond Number: A2110 
Prepaid Premium: US$118,750 
Premium Period: 3 years, 2 months 


DATES September 30, 1985 


© KNOW ALL MEN BY THESE PRESENTS, for consideration received that 

Busicorp S.A.R.L., a Luxembourg stock corporation ("Guarantor") as 
Guarantor for Commercial Acceptance Corporation ("Principal"), is 
held and firmly bound unto United Security Trust Company, Santa 
Barbara, as Trustee ("Trustee") and unto the Holders under a 
Collateral Trust Agreement, ("Trust"), between the Principal and the 
Trustee relating to the Notes (as that term is described in the 
"Trust Agreement"), and to its successors of the Notes from time to 
time, for that portion of the principal and interest on the Notes 
which shall become due for payment and the obligations to maintain 

s the Interest Reserve Account (as both of these terms are described in 
the Trust Agreement), but shall be unpaid by reason of nonpayment by 

the Principal. 


Upon the happening or continuance of Nonpayment by the Principal- 
the Guarantor shall remedy such Nonpayment by making payments on or 
before the time periods specified in the Trust Agreement to the 
Trustee of the principal and/or interest of the Notes or to the Interest 
Reserve Account as described in the Trust Agreement upon written 
notification by Trustee, , 


a or eeiyyeet eee ign ce Eo A L P pp  R PTrYe Aeeefh A RRNeYPt mend 
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12, Ceinture des Rosiers - Howald 
Telephone 49 31 97 
Telex 2251 luxco 


BGL 30-249 940-05 


s.on. & 


Luxembourg, le 


In the event there shall be no Trustee then acting under the 
Trust Agreement, the Guarantor shall make payments directly to the 
Noteholders or any protective committee or committees established 
in their behalf. Upon such payment, the Guarantor shall be sub- 
rogated, to the extent provided by Law or the Trust Agreement, to 
ali the rights and remedies of the Trustee or the Holders of the 
Notes, as the cause may be, as to which such payments have been 
made, 


As used herein, the following terms shall have the meaning 
indicated: the term "Holder" shall mean any person other than the 
Issuer who at the time of Nonpayment is the registered owner of 
a Note; the term "Due for Payment", when referring to the principal 
of the Notes, shall mean the date when the stated maturity date has 
been reached or such earlier date on which payment is due by reason 
of a call for redemption, acceleration or other advancement of 
Maturity, as provided for in the Notes, and when referring to in- 
terest on the Notes shall mean the stated date for payment of 
interest; and the term "Nonpayment" shall mean the failure of the 
Principal to have provided sufficient funds to the Trustee for 
payment in full of all principal and interest on the notes which { 
are Due for Payment or to have provided sufficient funds to the 
Trustee for Payment in full of the amounts required to maintain the 
Interest Reserve Base Amount. 


This Guarantee is effective upon payment of the above stated premium 
and is noncancellable for any reason, including without limitation, 
the voluntary or involuntary commencement or maintenance of bankruptcy | 
reorganization or insolvency proceedings, assignment for the benefit 
of creditors by, for or against the Principal; or any negligent mis- | 
representation or ommission made by the Principal with reference to 
the issuance of this Guarantee, 


Further, the Trustee, or in the event there shall be no Trustee, 
the Holders or any committee or committees acting on their behalf, shal 
have the right under this agreement to proceed directly against the 
Guarantor hereunder without the necessity for demand, notice or other 
action by, to or- with respect to the Principal. The premium on this 
Agreement is not refundable for any reason including payment on the 
Notes prior to maturity. This Agreement does not insure against loss 
of any redemption or repayment which at any time may become due in 
respect of any Note or against any risk other than Nonpayment. 
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72, Ceinture des Rosiers - Howald 
Teléphone 49 3197 
Télex 2251 luxeo 
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BGL 30-249 940-05 


Luxembourg, le 


© The Guarantor warrants that this Agreement will be reinsured 
with a major reinsurance company in the world whose Global rating 
with either Standard § Poor's or Moody's is equal to at least the 
equivalent of an A.M. Best Rating of A-12 or better. 


The reinsurance will be with a Best Rating major reinsurance 
pool. 


This bond wil] be substituted for a bond issued by International 
Reinsurance 8.A. of Luxembourg. 


IN WITNESS WHEREOF, Busicorp S.A.R.L. has caused this Agreement 
to be executed by its duly authorized directors and to become effective 
and binding upon BUSICORP S.A.R.L. by virtue of the signature(s) of 
its direcotrs and receipt of the premium aforementioned. 


é 


A.R 
\ 


b6 
b7c 


anaging Director 
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AAEP Management 


=—=— 


12, Centure des Rosiers 


Howatd 
Luxembourg 


Zurich, 14th August 1985 


We refer to our yesterday's conversation and confirm our interest in 
assisting you with the establishment and operation of a reinsurance- 
company based in Liechtenstein, 


Liechtenstein is an excellent jocation for such an operation and we 
would like to indicate but a few advantages we can offer. There is 
certainly the tax-aspect to be considered since Liechtenstein knows 
only a 4 & withholding tax on dividends paid. The security and sta- 
bility of the country are excellent. The currency is the strong 
Swiss franc and access to the Swiss banking system is easy, 


We can offer to you as partners for the benefit of your clients our 
long experience in reinsurance-matters and also in finding tailor- 
made solutions. We offer you flexibility and access to reinsurance~ 
markets through our worldwide connections, 


Enclosed you find 4 summary about Liechtenstein giving you alf the 
salient features in connection with reinsurance-operations, 


Looking forward to continuing our discussions, we remain 


yours sincerely, 
AAEP MANAGEMENT LTD. 


Encl. 


AAEP Management AG Advanced Asset and Earnings Protection 
Stadtle 22 Postfach 538 FL-9490 Vaduz Flirstentum Liechtenstein Telefon 075-27979 Telex 77 955 


Zweigbliro: Beethovenstrasse 24 CH-8002 Ztirich Schweiz Telefon 01-202 8788 Telex 815947 aaep ch = 
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» “2 Ceinture des Rosiers - Howald 
Téléphone 49 31 97 
TelomidaLluxca, 


BGL 30-249 940-05 


Luxembourg, le 13.05.1987 


WINTERTHUR ASSURANCES 
Département Réassurances 


Boite postale 286 
CH - 8401 WINTERTHUR 


A l'attention de 


b6 
b7c 


En me référant & notre entretien téléphonique du 11.05.87 je vous 
envoie copie de I'acte notarié de la mise en liquidation en date 
du 24.12.86 de ia société BUSICORP de laqueile ies associés 
américains m'ont chargés, 


Je vous serai reconnaissant de m'envoyer les documents en votre 
possession. Apres examen et sur déclaration des administrateurs 
américains aucune obligation n'existe envers votre société. 


Etant sous liquidation la société n'a plus d'activité commerciale 
et il n'existe plus aucun contrat en vigueur. 


Avec nos remerciements anticipés, veuillez agréer, Monsieur, 
l'expression de nos salutations trés distinguées, 


BU.SICORP S.A, 


Annexe 


R.C. Luxembourg No B 22346 + T.V.A. No 1984-2406-865 - IBLC 12759457 
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SUPPLEMENTAL AGREEMENT MADE JUNE 18, 1985, ’ 


BETWEEN BUSICORP S,A.R.L. OF LUXEMBOURG, 
DESERT MARVEL ESTATES, LTD., AND JOHN GC. 
ELLSWORTH, 


POR VALUE RECEIVED we agree to the following: 


“With regard to the bonds between us and Commercial Acceptance 


Corporation, maturing June 18, 1986, and any other bonds we may 
agree to issue to either Commercial Acceptance Corporation and 
Desert Marvel Estates, Ltd., and referring to our warranting and 
agreeing to reinsure, it is specifically understood and agreed 

that owr warranting and agreeing to re-insure ovr bonds is condi- 
tioned upon Desert Marvel Estates, Ltd., or any entity on its 
behalf, providing U5$1,000,000.00 to meed the legal requirements 
for the formation of International Reinsurance Company S, A. of 

Luxembourg, The failure to provide such funding, as aforesaid, 
shall void all such bonds and Busicorp shall return ali collater- 
ai, unimpaired, to Desert Marvel Estates, Ltd. 


Desert Marvel Estates, Ltd., and John GC, Ellsworth, agree to 
notify and advise Commercial Acceptance Cororation that the said 
bonds are conditioned upon the requirement that US$1,000,000,00 
cash must be provided prior to International Reinsurance Company 
S.A. of Luxembourg becoming effective as a Luxembourg insurance 
company. 
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THIS HOTE HAS BEES ISSUED PURSUANT TO THE EXEMPTION FAOM THE RETISTRATION REQUIREMENTS OF THE SECURITIES ACT OF 1633, AS AMENDED, PADVIDED BY SECTION 3[z¥11) THEREDE 
AKO-AULE 147 FHEREUMDES, AS PROUIDED IN AULE 547. CURIKG FHE PERIGI IM WHICH NOTES WHICK ARE PARY OF THIS ISSUE ARE BEING OFFERED AND SOLD BY THE ISSUER HEREOF, AND FOG A 
PEADOD OF MIKE MONFHS FAQM THE DASE OF THE LAST SALE BY THE ISSUER DF SICH MOTES, RESALES OF THIS HOTE MAY HE MADE ONEY TO PEASOHS WHO ARE RESIDENTS DF THE STATE OF 
CALIFORNIA THIS NOTE HAS FURTHER BEEN ISSUED PURSUANT TO THE EXEMPIOW FAOM THE QUALIFLOATHON ALQUIVEMENTS OF THE CALIFOANIA CORPORATE SECUAETIES ACT DF 1960 
PROVIDED BY SECTION 25¢0¢¢e). 25107{I| and 25002]1) THEREGE THIS NOTE MAT NOT BE SOLO. PLEDGEG, HYPOTHECATEC, OA OTHEAWISE TRANSTEARED EXCEPT UPDH THE ISSUANCE 10 THE 
ISSUER HEREOF OF A FAVORABLE OFINIOK OF COUNSEL SAYISFACTORY TO IF 10 THE EFFECT THAT AWY SUCH SALE PLEDGE, HYPOTHECATION OR TRANSFER 45 MOT IM YIDEATION OF FHE 
RESISTRAFIUN AEQUIREMENTS DF THE SECUBITIES ACT OF 1999, AS AMEMDED, OF THE QUALIFICATION HEGIMAEMENTS O* THE CALIFORHEA CORPORATE SECURITIES ACT OF 1960. 


No. 3059C- COMMERCIAL ACCEPTANCE CORPORATION 
INSURED COLLATERAL TRUST NOTES 
{interest Payable at Maturity} 
Serles 3069C. 


FOR VALUE RECEIVED, COMMERCIAL ACCEPTANCE COAPGRAFION, a Calilornia carporallon Elke “Goospany”), hereby pramizst io pay 10 


«OF cegisisred assigns, 
ha oeing!pat amount of 


96 Spr LS Ta Sco hed er Ieterest nie prised pl Selaaca bersel cumepecatod mcerierty on he esl ip wach Jane. Senteie aed Ab prided oa The Cal tec yd fred Apt yeeneed, sent beby ac le a tarde F akeah) toadbarl a saben dinahecleed tenadard ecb tcl l 

Pore bra Ui es cus, eri bat mete ibs bes sa Rcaerg vay ac we Pe Cotbed Trike ret vermutec rect ici hi ead soememdh verbantecetel Foc eco bello wae rir haabae oop B 
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This Hota 43 made and delivered in Los Angetes, California, and shall be governed by Use [awe of the Slate of Talteraia. 
Los Angeles, Calltornta 


Trustee's Authenliceion Gestltleste 
This Hote is ene of the Meies deseaved in the Callateral Trust 


Aproatam relesced fe above. Dales 
”EMITED SECUANTY TRUST COMPANY 


BO Sepretary Prasifest 
Anthorizad Dticer 


COMMERCIAL ACCEPTANCE CORPORATION 
Ailest By 
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SMITH & STEPHENS 


Accountancy Corporation 35 80, RAYMOND AVENUE © SUITE 303 « PASADENA, CA 91105 © (813) 578-1015 


Board of Directors 
Commercial Acceptance Corporation 


We have examined the consolidated balance sheets of 
Commercial Acceptance Corporation (a California corporation) 
and subsidiaries as of December 31, 1984 and 1983, and the 
related consolidated statements of earnings, changes in 
stockholders’ equity, and financial position for the years 
then ended. Our examinations were made in accordance with 
generally accepted auditing standards and, accordingly, in- 
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
olveumstduces. 


In our opinion, the consolidated financial statements 
referred to above present fairly the financial position of 
Commercial Acceptance Corporation and subsidiaries at 
December 31, 1984 and 1983, and the results of its operations 
and changes in its consolidated finaneial position for the 
years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 


| 


Pasadena, California 
May 15, 1985 
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COMMERCIAL ACCEPTANCE CORPORATION AND SUBSIDIARIES 


BALANCE SHEET 
Years ended December 31, 
ASSETS 
; 1984 1983 1982 
Cash (note K) wo cc sseeeeeaes iiitana des iddideeks : $ 1,625,031 5 1,166,541 8 1,697,651 
Receivables 
Loans (notes Cand F) ....cc.eaees doksdiawk wee 31,723,914 23,777,331 11,755,608 
Interest ......eee sidinawaesoas (ate ae juriacsid 957,809 914,394 210,231 
Loan fees eee eee newness thee ea enane phen nrerne be aa E17,140 — 93,560 
Fmployees acusacaritgreseeere pid aces ee 1,150 — _— 
32,800,013 24,691,525 12,059,339 
Less allowance for doubtful receivables .......000- 135,000 100,000 = 
32,665,013 24,591,525 12,059,339 
Prepaid eXpenses oo. cece eea es teeeees eee eee 927,219 75,000 466,134 
Real Fetate owned {nnte E) etrarrttserers tear eannae ‘ 1,868,258 — — 
Fixed asscts - at cost 
Furniture and fixtures ....;0s000 Krstnteh che o 59,723 50,164 37,077 ), 
Leasehold improvements .....+.0.ceeeas eatceis ice 21,735 20,030 19,156 
81,458 70,191 36,233 
Less accumulated depreciation and 
amortization (note A2) ..... ieee ee hadi sais 42,877 28.068 21,086 
38,581 42,123 35,147 
Deferred taxes (note G) vo ..ceaeees pee hauee® estes 43,598 — _— 
Other asscts : 
Deposits ss seeeeeeeeee ere este ener ret esearenes 890 890 1,379 
Organization costs. less accurnutated amortization 
of $6,677, $3,064 and $2,329, respectively ....... 12,000 613 1,348 
OU Gan ek SON as oa aoe Fs DT aes 38,500 —_— a 


Deferred charges, less accumulated amortization 
of $207,908, $174,893 and $132,154, respectively 
(MOLE D) yea cates ves ePiuewewads eiaa ci cwe an 48,237 $1,252 123,991 


99 627 £2,755 126,918 
$36,567,327 $25,957,944 $14,385,489 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


1984 1983 1982 ® 
Note payable ~ Stockholder ...........0. ueeadiNeiies 3 — $ — $ 10,000 
Notes payahle {note FP) acaccearrattgeceeeces hia tein 30,263,408 21,237,011 12,263,597 
Contract payable ........., i peiardva dedi eces Suara heeDG 8 as ~ a 8! 
Client teserves ...... err aivvilicacase alec y hb ieeecs 1,425,394 600,195 475,412 
Accounts payable ........ eect eritae pupedesneas poe 152,418 52,131 55,564 
Accrued liabilities 
Interest wo. cae caeee jcbiabvace dia eeoist Scat arene saat 3,521,636 3,091,128 886.475 
Payroll taxes .....- Sano areine 8 pte tain orate eerie 3,55] 5,767 5,689 
3,525,187 3,096,895 892,164 ~ 
Income taxes payable ./........, joacbae'e dat ae 168,000 15,558 12,746 
Deferred loan fee income (note Aa) Seplte in Gages cikas 282,234 190,081 155,908 
Lease commitmonte (note H} ... Deaeieazar _— com -t 
Deferred taxes (note G) ... cc see eee Reise sectsesd cscs We — 402 402 
Stockholders* equity 
Common stack 
Serics A—authorized, 30,000 shares; issued and 
outstanding 17,000 shares ....000-- atic Bacal 943,592 943,592 943,592 
Less treasury stock (218,623) (17,000) — 
724,969 926,592 943,592 
Retained earnings (deficit) ........ ty. Peas snatn oe 25,747 (160,921) (423,977) 
750,686 765,671 519,615 


$36,967,327 $25,957,944 $14,385,489 


The accompanying notes are an integral part of these statements. 
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COMMERCIAL ACCEPTANCE CORPORATION AND SUBSIDIARIES 


“ 


STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY 
Years ended December 31, 1984, 1983 and 1982 
Commis Stock Treasury Contributed = Accumulated 
Series A Series B Stock, Capital Deficit. Total 
Balance ar January 1, 1982 01... $500,000 $500 § — $116,500 «= $436,814) -B180,186 
Transferred to client interest 
PESETVE ores Sinha ah toracse ~~ no = (46,500) _ (46,500) 
Converted to Series A 
coinmon stock during 
the year (note L}-........ccae, 500 = (500) — _- on ~ 
Prior period adjustment for 
additional interest (note M)... _— -~ — — (LEZ.316) (H25/t) 
Additional shares sold 
during the year (nate L)...... 443,092 — (70,000) —_ 373,092 
Net earnings for the year ....... — _ -- — (25,348 [25,348 
Balance at December 31,1982... 943,592 — = me (423,977) 519,615 
‘@ Shares repurchased 
during the year w.c.sesesserees — —_ (£7,000) va es (17,000) 
Net earnings for the year ....... — wus = — 263,056 263,056 
Ralancrat Deramher 3. 19R3... 8944.99? R700) GF -- FAN? 1) F7AS ATE 
Shares repurchased 
during the year cerscsseeereans _— — (201,623) — — (201,623) 
Net earnings for the year ....... — ~ = _— 186,638 186,638 
Balance at December 31, 1984... $943,502 $ — $(218,623) $ — § 25,717 $750,686 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
Years ended December 31, 1984, 1983 and 1982 
[Ys YsS 9X2 
Sourees of funds pee 
From operations 
Net income for the yeat....sseeceeeeeeeeeeeeneee & 186,638 $ 263,056 $ 125,348 
ltems not using (providing) funds: 
Depreciation and amortization .....4..2 ees o ee 47,824 50,456 61 ,f24 
Accounts receivable... ccc eecsererceueuveasaes — (610,463) (237,997) 
Prepaid expenses .......cec eee e eae ee ROTI Be (152,219) 391,434 (457,394) 
s Deferred loan fees ........ aE Soe ere 92,153 34,173 (4,186) 
re) Accrued liabilities 2... 0000..0 000002. c cece eee 429,292 2,207,543 808,025 
Allowance for doubtful receivables .........0005 35,000 100,000 -— 
Increase in notes payable .....ssseeeer ere cceeeeues 9,026,397 8,963,333 7,517,501 
Increase in client FOSErves wo. ccc eee Lea RGS Soaks 825,199 124,783 475,412 
Increase (decrease) in accounts payable ............. 100,287 (3,433) 3,580 
Increase in deferred fAXCS ha ea aes pdcebnasnedsaeerpealge Gaew —_ -— 402 
Increase in incomes taxes payable 152,442 © = = 
Increase in common stock ,.ss.e.ceaaae aes 443,092 
Decrease in deposits ..... Ri ila Steiataveaarrioaniracae re — 689 3,143 
$10,742,013 $11,521,571 $8,738,950 
Applications of funds 
Acquisition of fived agets 2.0.00. eee $ 13,267 § =: 13, Q5R $ 14,200 
Prior period adjustment ............ Mepancasate toe meters = — 112,511 
Decrease in paid in capital... . 0 cece eee eens 116,300 
Increase in real estate owned ......... PEP eed sues 1,868,258 —_ 
Increase in other assetS ...ccccerecenenssautaseeuea 49 887 _ — 
Increase (decrease) in cash ...... isien dante ace OF Ra ER 458 490 (531,110) 1,361,476 
Increase in loans receivable .. 0... ccc scene eee ‘ 8,308,488 12,021,723 7,134,263 
Purchase of treasury SLOCK: 6 eccdaa ones ulcabace eR Rets 201,623 ,000 ” 
Increase in deferred income taxes ...4...-ecccecceus 44,000 aus ‘= —- 
$10,742,013 $11,521,571 $8,738,950 
The accompanying notes are an integral part of these staternents. 
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COMMERCIAL ACCEPTANCE CORPORATION AND SUBSIDIARIES 


STATEMENT OF EARNINGS 
Years ended December 31, 


}984 
Income 
Interest ...-.. Paresbied ale a elate cau aen arta ie eke $4,817,656 
Loan fees (note Ad) oc ccc ccc eee eens atehetsete 1,345,647 
Other fete: .o4.c0d chien awe dade Mati see nae 4 — 
Rental genipis gee ea peed scalave'a's es Diy saser wae 107,421 
Miscellaneous ...0c cece cee cee caesar ene sereans — 
6,270,724 
Operating expenses 
Interest cc ceca eee (eetalee Hanihed Wane oes 4.017.061 
General and administrative 2... creer eee eee eee 1,943,025 
5,960,086 
Operating profit (loss) vo... eee sthatas 310,638 
Other income 
Gain on sale of asSet .. cee eee e rece atieiaia tide — 
Earnings before income taxes 
and extraordinary credit ........5 Maat 310,638 
Income taxes 
Federal occa veces ee rene Saeed pcb hacky hahah ite 100,000 
State .,...., SoiiE dives set Hoe Soa Rearane pte eens San vi 45,000 
Earnings before extraordinary credit ..... 165,638 
Extraordinary credit - tax benefit from 
net operating loss carryforward (note J). ec... scenes (21,000) 
NET EARNINGS Vo cce vere eseeeeeeeeee $ 186,638 


The accompanying notes are an integral part of these statements. 


a 78? 17:17 


ne 


352 38721 


—$—<— — $$ $e ee SS 
’S7-1i-gd @1:i7 M.R.S. , (38721) . e P.6/744 
- : : . . 7 , 


COMMERCIAL ACCEPTANCE CORPORATION AND SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS 
December 34, 1984 and 1983 


NOTE A~SUMMARY OF ACCOUNTING POLICIES 


A summary of the company's significant accounting policies consistently applied in the preparation of 
the accompanying financial statements follows. 


1. Principles of Consolidation 


The consolidated financial statements include the accounts of the company and its wholly-owned 
subsidiaries, which were established during the year ended December 31, 1984. All significant intercompany 
transactions have been eliminated, | 


2. Depreciation and Amortization 


Depreciation and amortization are provided far in amounts sufficient to rclate the cost of depreciable 
assets to operations over their estimated service lives, using the straight-line method. 


3. Investment Tax Credits 


Investment tax credits are accounted for by the “flow-through” method, Under this method, credits are 
recognized as a reduction of income tax expense in the year the ercdits are realized, 


4, Recognition of Fees on Loans 


The company follows the practice of recognizing income from fees generated from loans using the 
acquisition factor of 50%-73% plus sum-of-the-digits method over the life of the loan for financial reporting 
purposes. For income tax purposes, the company follows the practice of recognizing income from fees 
gencrated from loans in the year received, 


NOTE B—HISTORY OF THE CORPORATION 


The company wae incorporated in the State of Calhuiuia on Getuber 9, 1979 for che purpose of 
engaging primarily in the business of making secured term loans collatcralized by income producing real 
ontate and ather business Adduls. 


NOTE C~—LOANS RECEIVABLE 


Loans receivable range from |-5 years and are secured by income producing real estate and other 
business assets, Interest charged on these loans vary from prime plus 3% to prime plus 6% with a minimum 
interest rate of 14%, Of the total loans reccivable at December 31, 1984 and 1983, $60,000 were made to 
companies in which certain stockholders were also stockholders of Commercial Acceptance Corporation 
and are fully secured by machinery and equipment under the terms of the loan agreements, Additionally, 
loans totalling $326,417 at December 3], 1984 and $301,417 at December 31], 1983, have been made to 
varinns offiners/stock holders of the company and are fully secured by real estale. 


NOTE D--DEFERRED CHARGES 


Those costs incurred to date attributable to the offering circulars, collateral trust note and real estate 
Mortgage Giust wd MESES wd peel pawperty Livker’s Uocusc uave veun GeieTred as InCyY WIL 


benefit future operations, These costs are being amortized on a sum-of-the-digits method over the term of 
the trust notes which are 8 year's and 5 ycars, respectively, 


NOTE E--REAL ESTATE OWNED 

During the year ended, December 31, 1984, the company through compromise and settlement agree- 
Tirnts on two notes receivables took title 10 various pitcce of develuped real estate which ar present ft is 
holding fot investment purposes, 


NOTE F—NOTES PAYABLE 


The company issued floating collateral trust notes, Series 1980 due December 30, 1988, to various 
investors collateralized by a pro-rata interest in its commercial loan portfolio. Interest on these loans is at 
prime plus 1% but not less than 12% per annum. 
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CUMMERCILAL ALCUBKFIANCE CORFORATON AND GUDSIDIARIEG 

NOTES TO FINANCIAL STATEMENTS—( Continued) ; 

December 31, 1984 and 1983 


NOTE I—OFFERING CIRCULARS (CONTINUED) 


During the year ended December 31, 1984. the company issued the following offering circulars: 
1} Cotlatera} trust notes, Series 310, ata maximum of $10,000,000; 2) Collateral trust notes, Series 110, ata i 
maximum of $2,500,000; 3) Insured investor notes, Series 630, ala maximum of $2,500,000: 4) Insured H 
investor notes, Series 640, at a maximum of $2,500,000; 5) Insured investor notes, Series 650, at a maximum : 
of $3,000,000; 6) Insured investor notes, Series 665/666, at a maximum of $2,000,000; 7) Insured investor 
notes, Series 670/671, at a maximum of $3,000,000; 8) Insured investor notes, Series 677/078, at a maxi- 
muro of $1,000,000; and 9) Insured investor notes, Serics 120, at a maximum of $7,000,000. 


The proceeds arc derived principally from qualified corporate pension and profit sharing trusts and 


& other instityiional investors. The company has entered into indenture agreements with First California : 
Surety Corporation (a wholly-owned subsidiary), Fidelity National Trust Company and Caltornnr Fsest : 
Bank, respectively, for the protection of investors under each program, ‘ 


All proceeds are being loaned ta client borrowers and are collateralized by income producing real estate 
and other business assets. 


NOTE J—INCOME TAXES 


The company did realize a tax benefit during the year ended December 31, 1984 of $21,000 from its net 
operating loss carryforward of approximately $48,000 and unused investment tax credits of $5,400, 


NOTE K—CASH ' 


Included in this balance are undrawn investor funds held in trust by the First California Surety 
Corporation (a wholly-owned subsidiary), Fidelity National Trust Company and California First Bunk. As 
of December 31, 1984 and 1983, the amount in trust totalled approximately $1,528,200 and $1,142,000, 
respectively. : 
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COMMERCIAL ACCEPTANCE CORPORATION AND SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS —(Continued) 
December 31, 1984 and 1983 


NOTE F—NOTES PAYABLE (CONTINUED) 


The company issucd real estate mortgage trust notes Serics 300/301 ta vartous investors collateratized 
by real property duc October 31, [984 with interest at 15% per annum. As of December 31, 1984. these notes 
were paid in full. 


The company issued insured investor notes as to interest and principal payments Serics 400/401 to 
various investors collateralized by real and/or personal business property due September 30, 1985 with 
interest at 13.5% per annum. 


During the year ended December 31, 1983, the company issued the following: 


1) Insured investor notes as to interest and principal payments Series 500/501 duc March 31, 1986 with 
interest at 11.5% per anum; 2) {nsured investor notes as to interest and principal payments Series 510/St1 
due January 14, 1987 with interest at 11.59% per annum; 3) Collateral trust notes Series 600/60! due July 1, 
1984 with interest at 139 por annum paid in full at December 31, 1984; 4) Series 610 due October 31, 1984 
with interest at 13.5% per annum; 3) Series 100 due October 3], 1984 with interest at prime plus 1, 
maximum 18% paid in full at December 31, 1984 and 6) Series 620 due January 31, 1985 with interest at 
13.5% per annum, 


eed 
ll 


During the year ended December 3}, 1984, the company issued the following: J) Collatera) trust notes, 
Series 310, due September 30, 1987 with interest at 15% per annum; 2) Insured investor notes as to interest 
and principal, Series 630, due April 30, (985, with interest at 12% per annum, 3) Insured investor notes as to 
interest and principal, Series 640, due July 31, 1985, with interest at 14% per annum; 4) Insured investor 
notes as to interest and principal, Scries 650, due September 30, 1985, with interest at 13% per annum; 6) 
Ingured investor notes as to interest and principal, Series 670/671, due February 28, 1987 with interest at 
13.4% per annum; 7) Insured investor notes as to interest and principal, Series 677/678, due March 31, 1986 
with interest at 134% per annum; 8) Insured investor notes us to interest and principal, Series 120, due April 
30, 1990 with interest at 134% per annum: and 9) Collateral trust notes, Series 110, due February 14, 1986, 
with interest at 13440 per annum. 


All of the above mentioned offerings are secured by both real and/or personal business property. 


NOTE G—DEFERRED INCOME TAXES 


Deferred incame taxes are provided for the differences in timing of reporting transactions for financial 
statements and income tax purposes. The principal cumulative timing differences relate to the recognition of 
fees on loans as explained in Note A and California franchise tax. 


NOTE H--LEASE COMMITMENT 


The company currently leases its offices at $4,100 a month. The lease expires March 31, 1987. Rent 
expense for the years ended December 31, 1984 and 1983 were $77,671 and $22,659, respectively. 


NOTE I—OFFERING CIRCULARS 


The eompany had threg offering circulars outstanding from prior years at December 31, 1983, A real 
estate mortgage trust note Series 300/30! to a maximum of $25,000,000, floating rate cnilateral trust note 
Series 1980 to a maximum of $20,000,000, and a real estate mortgage Series 400/401 to a maximum of 
$5,000,000, 


The company, during the year ended December 31, 1983 and six additional offering circulars, notably, 
insured investors notes Series 500/501 and Series 5/0/51] at a maximum $5,000,000 each; collateral trust 
notes Serics 600/601 at a maximum $1,000,000; collateral trust notes Series 610, Series 100 and Series 620 
all at a maximum $2,500,000 each. 
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CAC - 
aa rétv ot linuneth anf 


a 411 Wast Saventh Srreat 


ae Suite 700 
a 90014 LOS ANGELES CALIFORNIA 
; U.S.A, 


Luxembourg, February 24th, 1987 


Dear Sirs, 


The undersigned was informed by [ that you 


or any other persons have forged several time my signature, 
Find enclose a document (Ref.: (Ri) which shows clearly that 


this cannot be my signature. 


Please take very urgently position, I decline all liability. 
Moreover be informed that 1 will not anymore do some business 
for you in either the insurance field nor any tmst work, except 
if possible the HRH notes. 


Best regards, 


San (35 oe wee te ra 
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AAEP Management 


a _ 


a 


12, Centure des Rosiers 


Howald 
Luxembourg 


Zurich, T4th August 1985 


b7C 


We refer to our yesterday's conversation and confirm our interest in 
assisting you with the establishment and operation of a reinsurance- 
company based in Liechtenstein. 


Liechtenstein isan excellent location for such an operation and we 
would like to indicate but a few advantages we can offer. There is 
certainly the tax-aspect to be considered since Liechtenstein knows 
only a 4 % withholding tax on dividends paid, The security and sta- 
bility of the country are excellent. The currency is the strong 
Swiss franc and access to the Swiss banking system is easy. 


We can offer ta you as partners for the benefit of your clients our 
long Xperience in reinsurance-matters and also in finding tailor- 
made solutions. We offer you flexibility and access to reinsurance- 
markets through our worldwide connections, 


Enclosed you find a summary about Liechtenstein giving you all the 
salient features in connection with reinsurance-operations. 


Looking forward to continuing our discussions, we remain 


yours sincerely, 
AAEP MANAGEMENT LTD, 


Enel. 


AAEP Managernent AG Advanced Asset and Earnings Protection 
Stadile 22 Posifach 538 FL-9490 Vaduz Firstentum Liechtenstein Telefon 075-2 7979 Telex 77955 
Zweigblira: Beeihovenstrasse 24 CH-8002 Zurich Schweiz Telefon 01-202 87 88 Telex 815947 aaep ch 
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4 
ct te esworTH, PRESIDENT OF BUSTCORP 


IRITY SHAREHOLDER HAVE NOT AUTHORIZED 


ro -RCT 80N OF BUSICORP 
2ARTICULAR I HAVE NO- 
WTS, AS ETO ADMINISTRATIVE 
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3 AND THEREFORE THE IMPROPER ACCUSATIONS 


EMeT AT DISTORTING THE FACTS BY 


wWLY SELF SERVING AND WITHOUT JUSTIFICATION. 
4AVE ANY AUESTIONS CONTACT ME 


rELY. * 


ave voll, 

ELLSWCRTH 

NT -& MAJORITY STOCKHOLDER 
a : Be 


SSERS. 


= BEEN SPROVIDED A COPY OF THIS TELEX AND ARE 


ACCORDANCE. 
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SE ADVISED. THAT WE ACKNOWLEDGE THAT ON AUBUBT. 22, 1926 

BUSTCORP BONDS FOR COMMERDIAL ACCEPTANCE CORPORATION 


\ 
Sete CONSUL TANT : 


COMMERCIAL ACCEPTANCE CORPDRATIO 
S281 LUXCO LUS.,.. 
O@1.3 MING 
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| U.S. COAL CORPORATION _ 


February 9, 1987 


aes eect 


Embassy of the United States of America 
Luxembourg, Luxembourg ms 


Enclosed are copies of the two telexes sent to[ __| reference the 
Lo situation. 1 am sorry that you and your colleagues had to 
be bothered with this matter, but I can “tie assure a as our telexes 


indicate that we are quite satisfied with representation 
with us. 


70} 
tr 


very“truly yours, 


[4 


“hn C. Ellsworth 
ee of the Board 


¥ 
JCE/ce 


411 West 7th Street + Suite 800 + Los Angeles. California 90014 + (213) 624-8688 
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af 1, Ceinture des Rosiers « Howald 
Téléphone 49 3197 
Télex 225] luxco 


BGL 30-249 940-05 
Luxembourg, le February 24th, 1987 
Mr John CG. Ellsworth 
411 West Seventh Street 
LOS ANGELES, California 90014 
U.S.A. 
EXPRESS 


Dear Mr Elsworth, 


Referring to your different telexes and letters send to the 

US Ambassy, the luxemburgish Member of Board side's like 

to clarify and point out that we have never given any agreement 

to issue bonds nor are we aware of suche oncs. As you know we 
attempt to create and find a solution to your actual problems. 

As far as we see is solution still the best one which you 
and CAC accepted. We don't want to be liable for any misuse of 
Stationary or of a misleading committment, No reinsurance coverage 


does exist. 
b6 


b7C 


Best regards. 


iquidato 


Copy to CAC, Los Angeles 


R.C, Luxembourg No B 22346 - T.V.A. No 1984-2406-865 + IBLC 12759457 
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Commercial Acceptance Corporation 
September 23, 1987 
Page Two 


Section 7.7 of the Agreement provides that, in tha event certain 
collateral for all Insured Collateral Trust Notes issued pur~ 
suant to the Agreement is less than 90% of the aggregate unpaid 
principal balance of such notes, CAC shall deliver to ust suf- 
ficient additional collateral to correct such deficiency. 
Please immediately advise us in writing of (i) whether such 
depletion of collateral resulted from the failure of U.S. Coal 
Corporation to pay certain principal and interest due June 30, 
1987 on certain promissory notes pledged by CAC to secure pay- 
ment of the Notes and (ii) if such depletion of collateral has 
occurred, the course of action you are taking or propose to take 
to comply with your obligations under Section 7.7 to provide 
aditional collateral. 


Section 8.2(¢) of the Agreement provides that UST may, and upon 
the written request of holders of a majority in aggregate prin- 
cipal amount of the Insured Collateral Trust Notes issued pur~ 
suant to the Agreement shall, among other things, exercise all 
rights for the protection and enforcement of its rights in res- 
pect of the collateral for such notes. In order to enable us to 
perform our duties under Section 8.2(c), please immediately pro- 
vide us with all information you possess concerning the Pledged 
Notes, Pledged Note Guarantées and Pledged Note Security Docu- 
ments (as defined in the Agreement) including, but not limited 
to, appraisals of the collateral covered by the Pledged Note 
Security Documents and financial information concerning the bor- 
rowers, 


We understand that you believe that (i) a default with respect 
to any series of Insured Collateral Trust Notes does not entitle 
UST or the holders of any other series of such notes with res- 
jeert to which no Event of Default has occurred to take any ac- 
tion with respect to such other series of notes and (41) col- 
lateral pledged to UST in connection with the issuance of one 
series of Insured Collateral Trust Notes does not constitute | 
security for any other such series. In particular, you assert 
that UST is neither obligated nor entitled (1) pursuant to Sec- 
tion 9.8 of the Agreement to notify the holders of any series of 
such notes with respect to which no Event of Default has oc- 
curred of the aforementioned Event of Default with respect to 
the Notes nor (ii) pursuant to Section 6,2(a) of the Agreement 
to declare the entire principal amount of such non-defaulting 
notes immediately due and payable nor (111) pursuant to Section 
8.2(c) of the Agreement to take any action with respect to col- 
lateral pledged to UST in connection with the issuance of such 


POECURITY TRUST 
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Commercial Acceptance Corporation 
September 23, 1987 
Page Four 


(ii) We currently are notifying all holders. of the Notes, 
including those who have expressed a desire to reinvest the 
principal of and accrued interest on the Notes, of such Event of 
Default and of a meeting of such holders to discuss the Event of 
Default on Wednesday, September 30, 1987 at 9:00 a.m. at the law 
firm of Manatt, Phelps, Rothenberg & Phillips located at 11355 
West Olympic Boulevard, Tenth Floor, Los Angeles, California, 
90064; and : 


(iii) We currently are notifying International Reinsurance 
of Luxembourg S.A. of such Event of Default and making demand 
for payment of all amounts past due. 


If you have any questions with respect to the foregoing, please 
do not hesitate to call either the undersigned or Hugh Ogilvie 
at (805) 963~9751. 


Very truly yours, 


cae 


ITED SECURITY TRUST 
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UNITED SECURITY TRUST 


September 22, 1987 


SENT VIA EMERY WORLDWIDE 


IRI RE - Insurance For International 
Business, Ltd. 

Aeulestrasse 5 

FL-9490 Vaduz 


Luxembour 


b7¢c 
Re: Notice of Event of Default 
and Demand for Payment 


Gentlemen: 


Notice hereby is given that Commercial Acceptance Corporation 
("CAC") has failed to pay an aggregate of $1,607,068.90 of 
principal and interest due on June 30, 1987 on those certain 
Insured Collateral Trust Notes Series 10671, 1067C, 681 and 682 
(collectively, the "Notes") issued pursuant to that certain 
Collateral Trust Agreement dated June 17, 1985 between CAC and 
United Security Trust Company as Trustee ("USTC"), 


Demand hereby is made for the immediate payment in full of the 
foregoing amount pursuant to that certain Interest and Principal 
Surety Bond issued by Busicorp S.A.R.L. 


Sincerely, 
UNITED SECURITY TRUST co. 


1123 CHAPALA, P.O. BOX 22108, SANTA BARBARA, CA 93121, PHONE: (805) 963-9751 
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UNITED SECURITY TRUST 


September 22, 1987 


SENT VIA EMERY WORLDWIDE 


o International Reinsurance of Luxembourg S.A. 
a, 12, Ceinture des Rosiers, Howald 


Lurvemb 
b7c 
Re: Notice of Event of Default 
and Demand for Payment 


Gentlemen: 


Notice hereby is given that Commercial Acceptance Corporation 
("CAC™) has failed te pay an aggregate of $1,607,068.90 of 
principal and interest due on June 30, 1987 on those certain 
Insured Collateral Trust Notes Series 1067I, 1067C, 681 and 682 
(collectively, the "Notes") issued pursuant to that certain 
Collateral Trust Agreement dated June 17, 1985 between CAC and 
United Security Trust Company as Trustee ("USTC!'). 


Demand hereby is made for the immediate payment in full of the 
foregoing amount pursuant to that certain Interest and Principal 
Surety Bond issued by Busicorp S.A.R.L. 


Sincerely, 


1123 CHAPALA, P.O. BOX 22108, SANTA BARBARA, CA 93121, PHONE: (805) 963-9751 
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UNITED SECURITY TRUST 


September 22, 1987 


SENT VIA EMERY WORLDWIDE 
Assurances Reunies Du Luxembourg 
Boite Postale 2436 
1024 Imxembour 
es 
Re: Notice of Event of Default 

and Demand for Payment 
Gentlemen: 
Notice hereby is given that Commercial Acceptance Corporation 
("CAC') has failed to pay an aggregate of $1,607,068.90 of 
principal and interest due on June 30, 1987 on those certain 
Insured Collateral Trust Notes Series 10671, 1067C, 681 and 682 
(collectively, the "Notes") issued pursuant to that certain 
Collateral Trust Agreement dated June 17, 1985 between CAC and 

ae United Security Trust Company as Trustee ("USTC"). 


Demand hereby is made for the immediate payment in full of the 
foregoing amount pursuant to that certain Interest and Principal 
Surety Bond issued by Busicorp S.A.R.L. 


Sincerely 


1123 CHAPALA, P.O. BOX 22108, SANTA BARBARA, CA 93121, PHONE: (805) 963-9751 
NOU 3 '87 17:27 352 938721 PAGE. 11 
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UNITED SECURITY TRUST 


October 28, 1987 


SENT VIA EMERY WORLDWIDE 


International Reinsurance of Luxembourg &.A. 
12, Geinture des Rosiers, Howald 


Luxvemnbour 
aten: | —_] 
Re: Notice of Event of Default 
and Demand for Payment 


Gentlemen: 


Notice hereby is given that Commercial Acceptance Corporation 
("CAC") has failed to pay an aggregate of $6,054,940.08 of 
principal and interest due on September 30th, 1987 on those 
certain Insured Collateral Trust Notes Series 1097¢C, 10971, 
2097C, 20971, UST1C and USTII (collectively, the "Notes") issued 
pursuant to that certain Collateral Trust Agreement dated June 
17, 1985 between CAC and United Security Trust Company as 
Trustee ("USTC"). 


Demand hereby is made for the immediate payment in. full of the 
foregoing amount pursuant to that certain Interest and Principal 
Surety Bond issued by Busicorp S.A.R.L./Assurances Reunies du 
Luxembourg/IRI RE - Insurance For International Business, 
Ltd./International Reinsurance of Luxembourg 58.A. 


Sincerely, 
MITE ECURITY TRUST CO. 


nr 
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a —,* aan ra ial sit 
To.: Special dgent| 


FBI SANTA BARBARA 


froma[— fe Metal Recovery Systems 
22, rue de Capellen, L-8279 Holzem/Luxembourg 


Hotel Adress: Hotel Intercontinental, Luxembourg 


peeetivepetvaneadeases[ 


phone-numbers: Luxembourg atea and country-code 352 
number: 


Adresses and phone numbers to be referred to later: 


Again dear[ | 


above mentioned the relevant involved adresses. Due to the 
fact that it is quite late, I just Sive the the first set 
of relevant informations without further comment. IF comments 
are necessary, we will be helpfull to serve. Be aware that 
according to my informations the FBI in Paris-office shall 
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be completely aware of the whole situation. 


If you like to re-telefax, please use the number luxewmbourg 
38367 , this is by near building,. as our fax is connected 
ever the switch board and cannot actually be reached 
directly. 


b6 
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4th of november, 1987 0:50 hours lux- 
i i cording to fax. 


Agreed to text, 


signed in_m esenc 
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To : SAC, LOS ANGELES (196A-4834) (wcc-1) (p8 12/2/87 
b7C 
Subject : TH; 


dba COMMERICAL ACCEPTANCE CORPORATION 
FBW; MF; ITSP 
00: LOS ANGELES 


On 11/3/87, Lo (prorecr), a cooperating 
witness, with whom I have had previous contact in another 
investigation, advised that 


According to 


[| subsequently, furnished the attached ae 
documents by facsimile. Bre 


The same date,| sd Attorney, Santa 
Barbara, advised that he represents UST and that there 
is a possibility of a fraud, however there will be a meeting 
of investors at the Hyatt Hotel in Los Angeles, in the 
near future and at the time of the cal1,[___Jaia not 
feel there was sufficient information to refer the matter 
to the FBI for investigation. 
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DECu 4 1987 


F3l— LOS ANGELES 


some avin oiler iti iran 


LA 196A-4834 


On 11/16/87, ain called and advised bé 


that he had been in touch with si 


advised that 


[was advised that any meeting would 


have to be arranged between him and the other parties 
involved and that the FBI was not going to get in the 


middle of such a situation and that as far as 
there were no warrants outstanding for either 


on 11/17/87,[____ advised that eel 
of the California Corporate Commissioners Office (CCCO 


in Los Angeles, telephone (213) 736-2710, had obtained 
many of the records and may be conducting her own investigation. 


A short time later, a number of documents were 
received from[ | via facsimile and these are attached 
to this memo. b6 


b7C 
n_ 11/17/87 


He explained that the investors in this matter, consist 

of ERISA QUALIFIED PENSION PLANS, who invested funds through 
UST, which is charted by the California State Banking 
Department. UST really has the role of a trust agent 

and in fact the middle man between he investors and borrowers 
is actually CAC. The role of UST is to insure that all 

the documetation for the investments is in order. Money 
from the investors, passes through CAC to UST. CAC actually 
locates borrowers, qualifies the borrowers and puts together 
a necessary trustdeeds, promissory notes, and title checks 
necessary to insure the collateral of the investors. 


See es 


LA 196B-4834 


CAC then assigns a beneficial interest to UST and the 
money is released to the borrowers through CAC. The investor 
then gets an insured collateral trust note of the face 
value of the investment plus interest which is paid at 
a percentage higher than certificates of deposit. [In 


fact, the loans ma in such a way, are generally over 

collateralized. Pe Jestinates that more than $50,000.00 b6 

in such investments have passed through CAC. b7c 
[_Jhas learned that CAC has been in business 

since 1979, and that_a_ number of other trustees have been 

used prior to UST. has also learned that CAC is 

a front for ELLSWO and that borrowers affilated with 


ELLSWORTH have received about $30,000,000.00 of loan proceeds 
out of the slightly more than $50,000,000.00 handied. 


UST is a relatively new company which got in touch with 
CAC_through who knew, 
UST has no errors or omissions insurance. 


[| ___] exptainea that the investments handled 

by CAC were in blocks which matured at different times, 
some of which were payable monthly or quarterly. CAC 

has been operating about 30 days behind on a cash basis 
and recently changed to quarterly payments of interest 
due. On or about June 20, 1987, UST received word that 
CAC may have trouble paying the interest payment due at 
that time, about 1.6 million dollars, and on 7/3/87, UST 
began pressing CAC for the payment. At that time, UST 
found out that a major borrower, U.S. COAL gave CAC 1.3 
million dollars in sight drafts which were subsequently 
turned over to UST. These were drawn on a Belgium bank, 
and would have taken about two months to clear. CAC was 
found to have a cash flow problem and defaulted on a series 
of payments which were due to investors. Investors were 
told of the shortfall and subsequently in early September 
of 1987, the checks drawn on the Belgium bank bounced. 


U.S. COAL was found to be company owned or controlled 
by ELLSWORTH who told investors that they were going through 
a temporary cash crunch and he produced a letter of some 
sort from a Greek who was supposed to put 5 million dollars 
in capital in U.S. COAL. At this time, UST looked to 
the insurer of the loans, BUSICORP which subsequently 
reinsured 80% of the risk though a large pool of insurance 
companies. After BUSICORP was liquidated, the insurance 
was supposedly handled by a company known as IRI. Later 
it was discoverd that ELLSWORTH had a link to BUSICORP 
as well as ELLSWORTH was leasing office space from CAC. 
Subsequently, determined that both BUSICORP and 
IRI were dissdIved and the assets went to ELLSWORTH. 

A check with companies with supposedly issued reassurance 
through BUSICORP or IRI revealed that they never heard 
of such insurance. 


sd ® 
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that about $20,000,000.00 went to who was 

an associate of ELLSWORTH. They determined that 22 acres 

of land south of Anchorage, in Alaska, near the Gridwood 
Portage area was purchased for about $20,000.00 and the 

same day, CAC used that as collateral valued at $550,000.00. 
Another piece of collateral was 116 acres on Jacobson 

Lake in Alaska, on which CAC loaned 19.5 million dollars b6 
and it was found to be unimproved property with a tax b7C 
value of $500,000.00 and a possible maximum value of 2.5 
million dollars. 


[| aeterminea ae gone, 


his post office box in Alaska is closed, and he was involved 
in was found to be[ 
and feels that he is nothing more 


than a stooge for ELLSWORTH. 


| | checked some of the collateral which was 
supposed To be backing some of tof vio was. 


[_|aescribed ELLSWORTH as follows: 


Sex Male 

Race White 

Age About 45 

Height 6' tall 

Pounds 250 pounds 

Hair Brown hair and speaking with 


a New York accent 


According to[ __|eac will be taken over by 
a receiver on or about November 18, 1987. 


| _——_laavisea that he would cooperate in any 
way he cou and furnish whatever information he might 
have in order to assist the FBI if an investigation was 


conducted. 


lage oS 


November 25, 1987 


FBE-17th Floor 
11000 Wilshire Bivd. 
Los Angeles, California 90024 


Enclosed please find the latest communications from Commercial 


Acceptance Corporation. After my wife and I have visited the 


office of UST in Santa Barbara,[ com ments seemed to 


be entirely acurate. UT's financial statement is certainly one 
of insufficient capitalization. 
I do hope that these communications are of some assistance to 


you. 


-_ | : 


Commercial 
Acceptance 
Corporation 


November 20, 1987 


Dear Investor: 


As you are probably not aware we were not allowed in’ to the most recent 
meeting of UST at the Hilton Hotel. Consequently, most of what we have 
heard about the meeting is heresay and therefore I wil? not dwell on it. 


What is more important for your information is that_we appeared jn Superior 
Court against the Corporation Commission Counse}, and ‘we 


feel that the outcome was favoréble to CAC. 


As our statements are certified each year it is relatively easy for the 
State or anybody &lse to investigate a paper trail that will substantiate 
our current financial position. You by now have received a copy of UST's 
financial statement it must be very apparent to you that they are in deep 
Financial difficulty. 


We hape that on December 8th when an additional hearing will be held in 
Superior Court that these matters will be settled and that disposition 
of the collateral will bring sufficient funds to pay all investors. 


It seems that almost every statement emanating from UST is a contradiction 
of a former oral or written statement. According to what I read in the 
paper, our Trustee is proportedly stating that he has no responsibilities 
whatsoever or is it he does not understand them? I am enclosing an example 
in the attached letter to a potential client signed a 


I have purposely stayed away from trying this case in a public newspaper 
as newSpapers are not legal documents. However, I would like to make a 
few statements. 


We set up a wholly owned subsidiary at the suggestion of a prominent law 
firm to handle repossessed properties. We also entered into two joint 
ventures. I am sure you are aware of these facts as they are included in 
our audited financial statements. Yet, the connotation is that we have set 
up companies and lent the money to ourselves. This is a gross distortion. 
We are also unaware that it is illegal or unlawful for a borrower to be in 
the same commercial building. 


We will keep you _informed4s events move forward. 


dit West Seventh Street + Suite 700° Los Angeles, Califorma YOG a 21 G26 TET 
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Commercial 
Acceptance 
Corporation 


November 20, 1987 


Dear Investor: 


I have just received a copy of the ballot presented by UST to CAC 

investors at their last meeting at th on Wednesday. On 

tne left side of this ballot it shows representing his - b6 
corporation and on the right side of shows my name b7c 


Tne ay FOU "} 
representing CAC. An obvious attempt to indicate to the investors that 
I was part of the ballot and endorsing this ballot. 


I intend to take full legal action in connection with the above. 


In another part of the ballot it is stated that there would be such a 
thing as priority payment to the investor following the instructions 

of his ballot. As you are fully aware there can be no priority payment 
and this is in total contradiction to both our Offering Circulars and 
Collateral Trust Agreement. 


[and his groups' actions seem to disregard entirely the legal and 
procedural methods in overcoming current problems. 


a Sanwa Bank and other Japanese concerns and his 
Suggestion is not only illegal but detrimental and would have a fortitudinous 
effect on an orderly disposition of collateral. 


Every, investor wiil be paid in an orderly fashion related to his investment 
and certainly not on a priority basis. 


Or the satond page -is Visted CAC Credited Committee Trust Account which 
obviously ties in with my name. There is no authorization with CAC or 
its' lawyers to use this name. 


I am thoroughly disgusted with UST a fraudulant attempt 
to secure your vote. Their misrepresenta been rampant and in their 


lawyers quest for more monies to effect a solution to our problem seems 
self-evident. . 


We expect to have this case resolved in very short order pending the 
December 8th court appearance. 


411 West Seventh Street - Suite 700 - Los Angeles, California 90014 - (213) 626-1151 


In the interim may I suggest that you ignore current or any further attempts 
by UST to take money or harm in any manner your current psition as an 
investor. 


Sincerely, 


b6 
' 
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NOVEMBER 23, 1987 


ee 


FBI-17th Floor 
11000 Wilshire Blvd. 
Los Angeles, Ca. 90002 


Enclosed please find a letter from me to our attorney,[ | 


[ a copy of the resume of our meeting called by UST 
on November 18, 1987 and a letter fron[ «sd President 


of CAC addressed to all investors. Enclosed also is a letter 


from the CAC Creditors! Committee requesting funds to support 


the collection of our funds. 
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Commercial 
Acceptance 
Corporation 


November 17, 1987 


Dear Investor: 


We have endeavored to work with United Security Trust Co. ("UST") in an 
attempt to solve our mutual problems. As of this date al! efforts have been 
to no avail. UST has been offered opportunities to review our loan files 
and collateral. Instead they continue to take everything out of context and 
paint a most negative picture. For example, we have presented to the 
California State Auditors an MAI appraisal of $28,000,600.00 of two large 
parcels of the various Alaskan properties. 


UST continues to misconstrue statements made by CAC. At no time did CAC 


demand the investigators removal, but suqgested tha had bé6 
rejudiced herself by her verba! assualt. ad communicated with b7Cc 
a] prior to the November 6th date: ee attached letter) 


UST has alledged that California First Bank and Industrial Indemnity are holding 
less collateral than we have stated to you. We recommend that you refer to case 
#87-0721 W.M.B. in Federal Court. Again the facts were mistated. Documents 
were received and notarized on October 28, 1987 and it was still not 

determined that California First Bank's documents had been recorded as of 

the November 4th meeting. As noted in our lawsuit, this collateral was promised 
on or about July 7th. As to the value of the collateral there is approximately 
$15 miliion in question as noted in the lawsuit and settlement agreements of July 7. 
By the way, at the time of signing on July 7, Industrial Indemnity received a 
check from the bank for $12,251.004.89 which had been in the trusts in 
question for over a year. Not one investor lost a dime. 


Due to a letter to CAC's borrowers from the Trustee regardless of the Series, 
default, current status etc. they demanded that payment be sent directly to 
them. CAC is concerned because the Trustee has failed to reconvey the 
borrowers collateral upon full payment of principal by the borrower. In an 
effort to handle borrower payments (borrowers are reluctant to pay without 
proper reconveyancej an Attorney Trust Account te hold principal and interest 
payments has been established to ensure proper disbursements. 


As to insurance, CAC has made available to the California Department of 
Corporations the relevent documentation. 


411 West Seventh Street + Suite 700 - Los Angeles, California 90014 - (213) 626-1151 


November 17, 1987 
Page 2 


lt has come to our attention that UST has paid legal and other expenses from 
Trust funds (see attached letter) which are unauthorized by CAC. These 
funds were to be paid to investors. Extensive damage to our business caused 
by UST and the soap opera atmosphere has left no alternative but to file a 

_ lawsuit against UST. 


After reviewing their financial statement (see attached) it appears that UST's 
motives are obvious. They can not repay their loan to CAC, which would be 
returned tc investors as well as to continue to operate without asking the 
investors to pay thier overhead. 


We want you to know that Commercial Acceptance Corporation is doing everything 


in its power to honor its obligations to investors. We are working in a 
business like fashion to turn the collateral into cash for payment. 
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November 19, 1987 
TOs ' GAC’ NOTEHOLDERS * 
FROM: CAC CREDITORS COMMITTEE IN FORMATION 


All of you have received a ballot concerning the for- 
mation of a creditors committee empowering them to take cartain 
steps on behalf all of the noteholders and requesting an assess~ 
ment of one-half percent of the principal amount due and owing to 


you. 


Aecording to United Security Trust, the principal 
amount due and owing to you is 45/,962'19 and, therefore, your 


one-half percent assessment equals 2/74, -3) ° 


Py ar ee Pr. ew em eo ee ee tt ey Dol wate oe 


We are requesting that checks be made payable to: CAC 
Creditors Committees Trust Account and mailed to CAC Creditors 
Committee c/o Tilles & Webb, a Law Corporation, 6320 Commodore 
Sloat Drive, Los Angeles, California 96048. 


pe abe 


All such monies received will be deposited into a trust 
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You should also understand that these funds will be 
held pending the creditors committee application to the Depart- 
ment of Corporations for a permit to obtain and utilize funds in 
connection With tecovering assets belonging to the investor note- 
holders. If for some reason the permit that is being requested 
from the Department of Corporations is net granted,.all funds 
will be immediately returned. oO ” | 
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UNITED SECURITY TRUST 
1123 Chapala St. 
P.O. Box 22108 
Santa Barbara, CA 93121 
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November 23, 1987 


Enclosed please find a copy of the billing from the CAC Creditors' 
Committee in formation which was mailed in United Secur#ty Trust 


envelope from Santa Barbara. 


I feel that this is evidence of very definite confkict in in- 
terest since UST is in default on a note to Commercial Acceptance 
Corporation. Eventhough UST, by their minutes of the meeting 
dated November 13, 1987 stated that they would explain their 
obligations at the next general meeting, they refused to do 
so. I do not feel that an organization that is in itself in 
default should be acting as my agent to collect funds due me. 
fee = al likewise, as we have discussed certainly appears to 
have a definite conlict of interest as legal councel for this 
organization since he also represents Profit and Pensions Plans 
who have monies invested in this program. 
I do feel that a letter from you is in order cof as 
chairman of the Creditors’ Committee informing him of the above. 
I also feel that copies of these documents and your letter should 


Commissioner and also to the FBI agent investigating this case. 


b7Cc 
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Page 2 


I still feel very strongly that I should be a member of the 


‘Ad Hoc Committee because of the amount of money I have invested 


and I also feel that the Ad Hoc Committee should obtain indepen- 


dent councel to handle this matter as soon as possible. 
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On’ December 11, 1987, a ted b6 


t 
were arrested in Luxembourg for quest b7D 
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arding the 


4b 4-134 90 


FD-302 (REV. 3-10-82) e 
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i 
FEDERAL BUREAU OF INVESTIGATION 


Date of transcription__-2/45/87 


On December 9 
contacted Special Agent 


transaction. 


eee 


Investigation on_12/9/87 it Los Angeles, California Fite »_LA 1960-48347) 


b6 
by__SA . Date dictated b7C 


This document contains neither recommendations nor conclusions of the FBI. It is the Property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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“1 
FEDERAL BUREAU OF INVESTIGATION 


Date of transcription L1/ 13/ 87 


b6 


was b7Cc 


interviewed by previous appointment at the FBI office, Los 
Angeles: 


He advised that he is a Financial Advisor with the above 
company and has been so employed since 


He was previously a Financial advisor with a similar 
company in Houston, Texas. 


While in Houston, he became aware of COMMERCIAL 
ACCEPTANCE CORPORATION (CAC), 411 W. 7th Street, Suite 700, Los 
Angeles, California as a company offering investments in "Insured 
Collateral Trust Notes" whereby investors were issued these notes 
and would be paid interest quarterly. 


OMMERCIAL ACCEPTANCE CORPORATION (cac);L_ 
mer would in turn loan the investors funds on real estate 
projects. 


The investors' funds were allegedly insured by an 
"Interest and Principal Bond" issued by BUSICORP S.A.R.L., 
Luxembourg, as agent for INTERNATIONAL REINSURANCE of Luxembourg. 


stated he checked on the existence of the 
LUXEMBOURG company and found it existed. 


He then provided the name of CAC to approximately three 
of his clients. 


The clients contacted CAC and representatives flew out 
from Los Angeles and had a meeting with the clients and they 
collectively invested $1.2 million. 


UNITED SECURITY i a ce in Santa 
Barbara, California, was the Trus company, which was to handle 
the disbursement and interest on the notes to the investors. 


In July, 1987, his clients began to calf ss they 
had not received their payments due on 6/30/87. 


Investigationon _ 11/10/87 at_ Los Angeles, California File# DLA eciesee a 


by SA Date dictated 11/11/87 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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Continuation of FD-302 of | ,On__ 11/10/87 ,Page -— 2 - 


called UNITED SECURITY TRUST, telephone (805) 
963-9751, and was told that COMMERCIAL ACCEPTANCE CORPORATION had 
not furnished them the money to disburse; approximately $1.6 
million was due to all investors including his clients. bé 
UNITED SECURITY TRUST, also told him that BiG 
the Luxembourg company, INTERNATIONAL REINSURANCE had closed 
down. 


also told him that he had found out that JOHN 
ELSWORTH, who owned U.S. COAL and several other companies had 
been the principal borrower (approximately 80% of the funds) 
taken in by COMMERCIAL ACCEPTANCE CORPORATION and was also listed 
as President of INTERNATIONAL REINSURANCE. 


An additional $13-15 million in interest was due in 
9/30/87 and was not paid. 


has already talked to CALIFORNIA 
DEPARTMENT OF CORPORATIONS, a er office. She 
told him that she has an extensive file on this matter and showed 
him a large stack of foreclosure notices on real estate for which 
COMMERCIAL ACCEPTANCE CORPORATION or ELSWORTH had defaulted on 
payments. 


[eats showed him investigation concerning an 
Alaska property which had been purchased for approximately 
$50,000 and mortgaged for $450,000. This property is 20 feet 
under water at high tide. 


|__| Provided 2 pamphlets entitled "Collateral Trust 
Agreement between COMMERCIAL ACCEPTANCE CORPORATION and UNITED 
SECURITY TRUST, dated 6/17/85, and COMMERCIAL ACCEPTANCE 
CORPORATION insured Collateral Trust Notes, Series 2078F 
(Supplement and Addendum to Offering Circular) which contains 
Consolidated Statements Auditors Report for 1984, 1983 and 1982. 
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Date of transcription _ 11/20/87 


b6 

b7c 
Fire saat ~RS 6 
nvestigationon 11/18/87 at Los Angeles, California File# LA 196A-4834~ 4 b7C 


by SAI Date dictated 11/19/87 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 12/ 15/ 87 


On December 14, 1987, conducted a 


telephone an Luxembourg, 
telephone told SA that he decided to b6 
cooperate regarding any investigati ding_COMMERCIT. 


ACCE CORPORA‘ (CA a wee 
po] caf) feoia that no promises wou e b7D 
furnished to him regarding his status in the prosecution. [~_] 


stated he understood this and furnished the following 
information: 


[__Jstatea that BUSICORP is a corporation run by 
in order €o act as an agent to inco 


corporations. Sometime during 1985 


b6 
b7C 
b7D 
e 
guarantees offered by CAC. E one 
of the share-holders of CAC. are 
officers of CAC, according to 
b6 
b7C 
, an at ELLSWORTH was the b7D 
Director and President. stated that and 
ELLSWORTH were very close friends, and that 
were also close to ELLSWORTH. 
stated th i i j August, 
1986, in 
iia) as 2H 
Investigationon 12/14/87 at Los Angeles, California Fie# LA 196A-4834—-7 


| | b6 
by SA Date dictated 12/14/87 b7c 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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Continuation of FD -302 of | | , On 12/ 1L4/ 87 ,Page — 2* - 


b6 
b7C 
Lichtenstein. [___Jst IRI was established in order to pap 


purchase insurance. To knowledge no actual insurance was 
purchased through the IRT entity. 


stated that 


it was decided that a more 
in-depth interview would be conducted. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 12/ L5/ 87 


2, 
conducted a telephonic conversation with SA 


stated that he was desirous of 
cooperating with the FEDERAL BUREAU OF INVESTIGATION (FBI) 
regarding any investigations regarding COMMERCIAL ACCEPTANCE 
CORPORATION, (CAC), JOHN ELLSWORTH and others. was 
advised that no promises were being made to him regarding his 
status in the investigation and any future prosecution. 

being advised of the identity of the interviewing Agent 


furnished the following information: b6 


During 1985 | stetes that a ELLSWORTH b7C 
and ere all members of the Board of BUSICORP, a b7D 
Luxembourg corporation set up_primarily to act as the agent to 
incorporate other entities, stated that ELLSWORTH was the 
President of BUSI 
associated with a 
principals of CAC.” ELLSWORTH represented t that he was 
the main shareholder of CAC, and that ELLSWO was charged by 
the Directors of acquire reinsurance for investments 
offered by CA stated that no insur. r issued 
by BUSICORP. 


Since ELLSWORTH represented that he was a major 
share-holder of cac,[ | believed ELLSWORTH had thus placed 
money into CAC. . 


tated that a 


Investigation on _ 12/14/87 at_ Los Angeles, California File# LA eae 


b6 
by SAI Date dictated 12/14/87 b7C 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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Continuation of FD-302 of | | , On 12/ L4/ 87 ,Page = 2% = 


b6 
b7C 
b/D 


a more in-depth 


e conaucted. 


[| stated that 


an . 
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FEDERAL BUREAU OF INVESTIGATION 


Date of ancien be? LAPT ok 


On December 9 b6 
telephone b7C 
voluntaril lowing information regarding b7D 
dba COMMERCIAL ACCEPTANCE CORPORATION 
(CAC), and JOHN ELLSWORTH. After being advised of the identity 
of the interviewing agent{ _|furnished the following information: 
advised that on several occasions he had 
Some time during met with b6 
JOHN ELLSWORTH who described himself as a principal_of several b7C 
corporations, such as DESERT MARVEL. According ELLSWORTH b7D 
did not represent himself as rincipal of oweyer 
met with ELLSWORTH 
Investigation on 12/9/87 at _Los Angeles, California ite «_LA 196A-4834 . 
. b6 
by Date dictated. b7C 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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Continuation of interview of . Page 2 
further stated t b6 
i mation regarding CAC from b7C 
This information would be regarding CAC investments which b7D 


were primarily in real estate. 


In other conversations with 
both stated that BUSICORP was being incorporated 
to provide reinsurance for CAC investments and investment accounts. 
stated that CAC had various investment pools wherein each 
pool represented a different type of investment. BUSICORP was to 
be established to provide insurance for at least one of these 
investment 


was under the im- 
pression that ELLSWORTH was acting as an advisor tof jand Cac. 


Sometime during e 
b7C 


A short time later met with an 


individiual by the name of 
ee ee that under Luxembourg law a re- 


insurance corporation is required to have a certain ratio of capital 
to insurance available in order to offer insurance and reinsurance. 


stated that the 


» % @ @ 
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Continuation of interview of » Page —__=. —__ b7C 


P b7D 
At this meeting 


did not mention to 


received any funds from CAC. 


b6 
b7Cc 
b7D 


[__|statea that in other_conversations with 


stated that as of 


| Lernianed a copy of the attachealL_——s@Y 
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12/21/87 
Date of transcription 
On December 16, 1987, JOHN ELLSWORTH, 411 West 7th 

Street, Los Angeles, California, was interviewed in the presence 
of his attorney,[ sd ELLSWORTH was advised that he b6 
was being contacted regarding his association with a firm entitled b7C 
COMMERCIAL ACCEPTANCE CORPORATION (CAC). ELLSWORTH was advised 
that the FBI was conducting a criminal investigation and that 
ELLSWORTH is considered a target of the investigation. After 
being advised of the identity of the interviewing agents, ELLSWORTH 
furnished the following information: 


ELLSWORTH was introduced to 


of CAC, in approximately September of 1984 through an individual 
by the name of [1 During this initial 


meeting, ELLSWORTH also met an individual by the name of 


shoves introduced to hie ee, 
of CAC. told ELLSWORTH that CAC was a firm b7C 


that furnished project loans to various corporate entities. 
ELLSWORTH at the time had several corporations which required 
funding. ELLSWORTH stated that during his association with 

CAC he had a line of credit for each individual project which 
would be scrutinized by CAC prior to opening the line of credit 
for that particular project. ELLSWORTH stated that he received 
a total of approximately $11.8 million in loans for the various 
entities or projects in which ELLSWORTH was involved. ELLSWORTH 
further stated that(—~—~—~—~—CCCCC J to dd ELLSWORTH that the 
CAC funds were obtained from pension funds located throughout 
California. 


Sometime during the end of 1985, ELLSWORTH met two 
individuals by the name of[ —____________]who b6 


ran a company called BUSICORP located in Luxembourg. BUSICORP b7C 
was a business service company established to act _as_ an entity 
to incorporate foreign corporations. At the time and 


wanted to set up a captive insurance company and asked 
ELLSWORTH if he had any contacts in this regard. ELLSWORTH 
contacted who told ELLSWORTH that they would 
be able to set up a captive insurance compan hem. As 
a result, a company called IRI was set up by 
with ELLSWORTH and another individual by the name:o 
he Board of Directors. According to ELLSWORTH, 


eeded ELLSWORTH and[—~—~—~—Cid Fc lew’ 


U.S. to act as intermediaries. 


12/16/87 at _UOs Angeles, California wile we 196a-4834-- BA 


investigation on 


12/18/87 


SAS nd 


by Date dictated 


This document contains neither4recOmmendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 


FB-302a (8-83) e e® 
LA 196A-4834 i 


Continuation of interview of Sm ee a eo , Page é 


ELLSWORTH stated that BUSICORP SARL initially issued 
surety bonds to CAC to cover CAC investments. ELLSWORTH stated 
| that initially BUSICORP was the sole insurance entity used to 
| issue these surety bonds. BUSICORP SARL subsequently became 
' BUSICORP SA. ELLSWORTH distinguished the SARL and SA in that 
SARL would be considered a limited partnership and the SA would 
be considered a corporation. ELLSWORTH stated that and 
explained all the insurance business to 
with ELLSWORTH present. At one point,[__]wanted to move 
| the IRI REINSURANCE to Liechtenstein. As a result of this, 
subsequently set up IRI REINSURANCE with 
and BLL RTH on the Board of Directors. At this point, 
ELLSWORTH was shown an IRI REINSURANCE interest and principal 
surety bond regarding CAC series 3050C/3050I. ELLSWORTH stated 


| that_the signatures on these were the signatures of ELLSWORTH 
| and era attorney for CAC. ELLSWORTH stated b6 
that he signed the surety bond based upon representations of b7C 


that the insurance represented on the bond 
was actually in place. ELLSWORTH stated that he absolutely 
had nothing to do with the actual obtaining of any insurance 
for CAC. 


ELLSWORTH stated that BUSICORP and IRI went into liquidation 


300,000 that was furnished BUSICORP by CAC through 
as not furnished to ELLSWORTH. ELLSWORTH stated 
that CAC paid approximately $600,000 in premiums to BUSICORP 


and IRI regarding CAC insurance. ELLSWORTH stated that he was 
only a nominee of BUSICORP and IRI and that he refused to sign 
the liquidation papers as he did not understand the reason for 
the liguidation. 


ELLSWORTH stated that he ana[_____]signeaL___] 
and Signatures on several occasions on BUSICORP and 
IRI documents with the authorization of 


ELLSWORTH stated that it was his intention to purchase 
CAC by using funds from overseas sources. All during this period 
of time, loans were furnished to ELLSWORTH corporations up through 
1987. According to ELLSWORTH, the CAC offering circulars explained 
that CAC was exempt from registration with the SEC. 


ELLSWORTH stated that the corporations under his control 
paid back approximately $1.2 million of the $11.8 million in 
funds loaned to his entities by CAC. ELLSWORTH stated he was 
further not aware of any insurance being issued by either BUSICORP 
or IRI after the liquidation. 


U.S. COAL was placed in a Chapter 11 by ELLSWORTH 
solely for the purpose to protect U.S. COAL from the depletion 
of assets by the State of California injunction. According 


¥ 
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JOHN ELLSWORTH , 3 


Continuation of interview of , Page 


to ELLSWORTH, U.S. COAL will be out of a Chapter 11 by February 
of 1988. U.S. COAL received approximately a $1.5 million loan 
from CAC. was never an officer of U.S. COAL. 


| ELLSWORTH went on to state that real estate held by 

| DESERT MARVEL, another entity controlled by ELLSWORTH, owns b6 
| enough property to pay off all loans furnished his entities b7c 
by CAC which total about $11.5 million. ELLSWORTH went on to 

state that DESERT MARVEL furnished a deed of property to be 

used as collateral for insurance for all of CAC loans on the 

books. ELLSWORTH stated that this property was either the TURNER 

RA RSIDE RANCH and that these deeds were furnished 

to According to ELLSWORTH, gave 
representations in writing that insurance was in place for all 

of CAC loans that needed to be insured prior to and after 1985. 


Sometime during the fall of 1987, a $1 million check 
Signed by a was furnished to CA ial < 
payment for funds loaned to ELLSWORTH entities. was 
to furnish cash and property in return for a 50 percent interest 
of U.S. COAL. According to ELLSWORTH, wanted the $1 
million for the U.S. COAL loans from CAC. urnished 
this $1 million check to CAC from an account had in b6 
Belgium. ELLSWORTH stated that he was a signatory on this account b/7C 
since[_____ land ELLSWORTH decided that if U.S. COAL was 
to purchase equipment, any check would require the two signatures. 
ELLSWORTH stated he received no money from this account. 


ELLSWORTH stated that he had nothing to do wi 
purchases od a | of properties purchased <u 
According to ELLSWORTH, all the entities controlled 
by ELLSWORTH had minor cash flows, and most 
to the ELLSWORTH entities occurred prior to GEESE 
requesting ELLSWORTH to aid them in searching for insurance 
for the CAC loans. 


; ELLSWORTH stated that none of the loans to any entities 
controlled by him are presently in default, as the notes are 
not yet due. 


ELLSWORTH did state that he received loans from CAC 
prior to other loans of ELLSWORTH entities being paid off. 
This was due to the fact that each of the projects would be 
judged separately and would not be contingent upon the failure 
or success of any of the other prior projects. 
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Continuation of interview of. JOHN ELLSWORTH, Page as 
BL wn a letter dated April 27, 1986, 
addressed to of UNITED SECURITY TRUST. ELLSWORTH 


stated that the signature on that document is ELLSWORTH's. 
ELLSWORTH was also shown a le r 7, 1986, on 

IRI REINSURANCE stationery ee ee ELLSWORTH stated 
that the signature on that particular document is also ELLSWORTH's. 
ELLSWORTH was also shown a copy of a supplemental agreement 

made June 18, 1985, between BUSICORP SARL of Luxembourg, DESERT 


MARVEL ESTATES, LIMITED, and JOHN C. ELLSWORTH. ELLSWORTH stated 
that the signature on that document was also ELLSWORTH's. 


ELLSWORTH stated that he would be more than happy 
to further discuss his association with CAC, BUSICORP and IRI. 
He would gather all the documentation he has regarding his transactions 
with these corporations and furnish them to the FBI and to further 
discuss in detail the contents of the documents. 


ELLSWORTH stated that his date of birth is April 10, 
1946; place of birth, New York City; residence, 5659 Holyoke, 
Hollywood, California, telephone 213-469-6903. ELLSWORTH has 
no driver's license issued to him. 


Peete 1 
im | NOTES: Commercial Acceptance Corporation Series _3050¢/30501 Bond Number: 8890 
PAU Deposit Premium US$112.500,00 
‘i SS TERM: Three Years «31/5/90 Premium Period _3__ years subject to clauses and 
gn ; condition as per bond agreement ______ 
Riga], FACE AMOUNT: US$2.900,000.00 == forming an integral part of this document. 
eT a - 


(EES) "KNOW ALL MEN BY TRESE PRESENTS, for consideration received that IRI. a Luxembourg corporation (‘Guaraates") 2s Guasantor for Commercial Acceptance Corporation ("Principat"), is held and firmly bowad unto above aamed Trustee aad 
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IRI RE - INSURANCE FOR 
INTERNATIONAL BUSINESS LTD. 


12 CENTURE DES ROSIERS | 
HOWALD, LUXEMBOURG 
TELEPHONE: 49 31 97 


INTEREST AND PRINCIPAL SURETY BOND 


TRUSTEE: UNITED SECURITY TRUST COMPANY INTEREST: 1.125% perannum DATE: 12/5/87 


+ unto the Boigers ander a Collateral Trust Agreement, (Trust Agreement’), between the Principal and the Trustee relating to the Motes (as that tern is described ia the “Inest Agreement’), aad to its successors of the Motes from tune to time, for 

«that portiva of the principal and interest on the Notes wiuch shall become defor payment and the sbligations to maistain the laterest Reserve Base Accouat ia the laterest Reserve Accosal (2s both of these terms are described in the Trust 
Agreement}, but shall be uapaid by seasoa of Monpaymeal by the Principal. ' 

; _ Upon the happening of coatiauance of Nofpayment by the Principal. the Guarantor shall remedy such Nonpayment by making payments on or before the time periods specified ia the Trust Agreement to the Trustee of the principal and/or 

:  dalerest of the Moles or to the Interest Reserve Accoual as described ia the rust Agreement upon writtea demand by Trestee to the Guarantor. 

7 in the event there shall be 20 Trustee them acting under the Trust Agreement the Guarantor shall make payments directly to the Woteholders or any protective committee or comenittees established ie their behalf. Upon such payment, the 
PA Guasantor shali be subvopaled, to the exten! provided by Law ov the Irast Agicement, to all the rights and remedies of the Trustee or the Holders of the Motes, as the case may be, as to which such payments have bees made. . 
fl As used herein, the following terms shall have the meaning indicated the term “Holder” shall mean any person other than the Issuer who af the time of Monpayment és the registered ewnet of a Mote: the term “Due for Payment,” whea 
tefesting 10 the priacipal of the Noles-shall mean the date when the stated maturity date has been reached of such eatiler date on which payment is due by reasea sf a call for redemption, acceleration, ex alker advancemenl of malusity, as 
provided lov in the Notes, and whea referting to interest an the Motes shall mean the stated date for payment af interest: and the term “Moapaymeat” shall mean the faileve af the Principal to have provided sufficient funds to the Trustee for 

payment in tull of all principal and interes! on the notes which are Due for Payment of to have provided sufficient fads to the Irestee for Payment ia full of the amounts requised to maintain the Interest Reserve Base Amocat. 
___ This Guarantee 1s effective upon payment of the above stated premium aad is aoncancellable for any reason, including without limitation, the volwalary or involumlary commencement or maintenance of baatieptcy, reorganization oF 
insolvency proceedings, assignmeat for the benefit of creditors by, tor of agaiest the Principal: or any segligeat misrepreseatation or omission made by the Principal with retereace te the issuance of this Gearanter. 
_ Further, the Trustee, or in the eveat there shall be ao Trustee, the Holders or any committee or committees acting ox theix behalf, shall have the right wader this agreement to proceed disectly against the Guarantor hereunder provided the 

Principal has gone into liquidation commencement or mainteaance of baakreptry, reargazization or insolvency proceedings. 

The Guarantor warrants that a Re-lasurance Ureaty-is.in force with ESC.SA oa behalf of a Re-issurance pool comprising 30 laterrational Ae-laserance companies all of whom ase (ated laternationally friple A which would be equivalent to the 
Ametican’ AM Best rating of A+ 12 of better ~ : : 

The Guarantor further wartants that upon weilten request, intormation oo the members of the pool will be, made available. 
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5.0K. 


Luxembourg, la 


April 22, 1986 


—_ pecurity Trust 


4123 Chapala 
Santa Barbara, California 93121 


a 


As per our conversation of the 2ist of April, we wish to restate the 
following information: 


Our firm is a Luxembourg Corporation who presently is engaged in 
Insurance Industry Financial Community transaction Internationally. 


Qur corporation 1g completing its re-capitalization and anticipates 
being able within the next 60 days tp provide with the necessary 
datails of our insurance treaties. : 


The mambers of the Reinsurance Consortium will all be comparable 
in stature to Moody's or Standards & Poors Triple A Rated in as 
much as the AM Best Rating does not apply in Europe. 


As I told you, within the next three months we will be issuing a 
report which we are sure in our opinion you will find te be very 
satisfactory, 


Very truly yours, 


R.C. Luxembourg No 8 22346 - T.V.A. No 1984-2406-865 - IBLE 12739457 
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Ik] RE - Insurance For International Business Lid. 
AEULESTRASSE 5 FL-9490 VADUZ 


PO.B. 83 

Telefon: (075) 2 34 34 
Telefon: (078) 2 76 34 
Telex: 77874 TUVEL 


Octeber 7, 1986 


‘ b6 
= eal Corporation bic 


441 West 7th Street #700 
Las Angeles, Ca. 90014 


as 


We are pleased to inform you that the Re-Insurance Pool has been 
renewed and in force to cover present and future principal and 
interest guarantee bonds for present CAC pools and or commercial 
paper. . : 


In addition, bonding for both investment pools and commercial paper 
ig available as per your forcasted requirements for both one, two 
and three year investment pools and various forms of commercial paper, 


ESC, S.A. are the flanayers of vur Re-Insurance. The Re-Insurance 

pool established for us, to accomodate the various CAC programs, 
comprises a total of 49 International companies all of whom are listed 
on the International Stock Exchange and whose ratings are Triple A 

by International standards. We should note that the ratings and standings 
of coer companies are equivalent to your American AM Best A + 12 rating 
or petter, 


The collective assets of the 49 members of the pool at present are in 
"excess of fifteen billion U.S. dollars, 


At present the companies in the pool for Re~Insurance are as follows: 


1. Unilife-Mc Millian Trust, London, England 

é. Zurich S.A., Switzerland 

3. La Baloese, S.A. 

4. Swiss AM-Cypress S.A. representing Swiss Rea-Insgurance 
5. P.S, Belgium 

6. A.G. Belgium 


con ns o_ mm raed Cad oe en on aaa sa 
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IRI Re - Insurance For International Business Lid. 
AEULESTRASSE § FL-9490 VADUZ 


International Re=Insurance ROB, 83 

Qctober 7, 1985 Telefon: (075) 2 34 34 

continued from page /. Teleton: (075) 2 76 34 
Telex: 77874 TUVFL 


7. Wintherthur S.A.-Switzerland 

8. U.A.P.S.A., France 

9. V.I.T.A.S.A., Switzerland 

10. Equity and Law G.8., London, England 

i1. Commercial Union Group &.B., London England 

12. Federated Mutual Insurance G.B,, London England 
13, M.A.G.M. Group G.B., Londen England 

14, Merchants Investors Assurance 6.B.,London England 
15. Landon and Manchester, London, England 

16. Scottish Amiable Investments S.A, Scotland 

17. Royal Guardian Exchange &.8., London, &ngland 
18. Eagle Star G.8., London England 

19. L.A.S. Group 6.8., London England 
20, Fidelity G.B., London, England 


’ 


Nine additional companies are a pool of Netherlands companies whose 
details will be forwarded to you under separate cover, In addition, 
any requirements for surplus coverage has been made with a group of 
nineteen major brokerage firms, an example of which is Sedwidge. 


Within the next 10 days you will receive the annual reports of the 
companies aforementioned. 


The treaty between our Company and arranged by ESC, S.A. is ineffect = 
and being recorded with the necessary legal authorities as required. -” 
We will forward to you a copy of the fully executed treaty with the—~ 
various endorsements and governmental recordings seals. we 


ao < S 
Very truly yours, oe = . 
a) b7C 
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Ca Los Angeles (196A-4834) (wec-1) 


, lane 
Ca — FBI -- LOS ANGELES 


U.S. Department of _ 


Federal Bureau of Investigation 


11000 Wilshire Boulevard 
In Reply, Please Refer to . Los Angeles, ‘California 90024 
FileNo. LA 196A-4834 

December 30, 1987 


Honorable Robert C. Bonner 
United States Attorney 

1200 United States Courthouse 
312 North Spring Street 

Los Angeles, California 90012 


Attention: 
Assistant United States Attorney 


RE: JOHN ELLSWORTH, ET AL; 
dba COMMERCIAL ACCEPTANCE CORP. (CAC), b6 
Los Angeles, California b7C 


Dear Mr. Bonner: 


is let onfirm a conversation between Special 
Agent (SA and Assistant United States Attorney 
(AUSA) on November 17, 1987, during which the 


following information was presented. 


On November 17, 1987, the California Department of 
Corporations has alleged securities fraud in a suit against CAC, 
10 other firms and 20 individuals. The main defendant in the 
case is a John Ellsworth who has previously plead guilty to 
possession of a forged document and grand larceny in New York. 
The suit alleges that Ellsworth and CAC borrowed some 23 million 
dollars of investor funds obtained from about 400 pension and 
profit sharing entities. The investor funds were supposedly to 
be backed by adequate collateral with a promised attractive rate 
of return. Department of Corporations information indicates 
possible fraud in that the funds were apparently utilized by 
Ellsworth et al at the expense of the investors. The fraud 
involves possible Mail Fraud, Fraud by Wire, and ITSP violations. 


e @ 


AUSA | ostated that he would process subpoenas until 
such time as be necessary to assign an AUSA to the case. 


Very truly yours, 


RICHARD T. BRETZING 
Special Agent in Charge 


a 
upervisory Special Agent 
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Court Takes 


’ 


~ Receiver: 


"By A DLYEACH tne Writer : s 0 are 3 i 


' Citing - evidence of fraud, a Los 


‘Angeles Superior Court judge ap- 
_ pointed.a receiver Tuesday fo-take - 


over all assets of Commercial.Ac- - 


ceptance: ‘Cotp., its.top: -offiders:and 
aikey. associate, 

‘The: Corporate assets: are to be 
| handled for ‘the: ‘protection: of some 
490 retirement, plans that: invested 

afpestimated:$60:million:in-.suppos= ’ 
eqly trisured. securities. of the Los . 


‘businesses: ‘The: State: Department ° 
of: Corporations : Fecently. alleged i 
a lawsuit that, the bulk -of thé: 
money went to individuals. allied, . 
With the firm. 


A.statement by an “Arizona than 


“was. ‘Sufficient itself. :to: prant-De- 
partment ‘of ‘Corporations: attorney . 
Melinda:Brun’s:motionforaréceiv- 
‘| ‘etship,, said. Judge: Jerry, K. Fields, 

‘adding: “Not. only that, the court’ 

: probably. Wilk call:the: district attor- 

Hey,” 

He did not elaborate : on ‘the. 
“comment, which. paiséd: the: subject 
of a potential eriminal: ‘investiga~ 


a-defendantin: the . 
d.signed:the.stateitient 

that: said the kicked! ‘back Jarge: Sums: 
' of money’ and Signed. over a 15% 
‘interest in’ ‘ah. Alaskati: Conipany to: 


igeles entity. The company;. in: ~ 
-turn; lent’ ithe aioney .to. other ° 


OF ‘Glendale, i 


2 


Over In 


co= defendants, He said that’ was: ‘in 


return: fof ‘millions. of’ ‘dollars in 


loans frovr Commercial Accept- 
ancé: 
. ‘Ationg” the pesple to: whorh: he 


; gave. amohey-or Signed: over: iproper= . 
iy, Wagner, Said, wére ‘several. 
‘principal ate nts in: the state a, 


ZL. Weclavation Caliea Distorted 


- in naining: Los Angeles attorney , 
‘David’ Ray’ as receiver over the... 
" personal assets of the. thrée indi 
"viduals, .as: well. as of 3 Various: come 


‘panies; Fields said: ‘there was “‘plen~ 


ty, of, evidence that they ties 
_ -beteived .dssets” -of Commercial” 


‘Acceptance. 


‘Harlier Tuesday, Bilsworth told: 


‘The ‘Times: that “Wagner: informéd. 


‘Hhiin-by telephone from Arizona.on' 
Monday ‘night that the: information. : 


in. his.signed: ‘declaration, was “dis- 


torted*” Hilsworth:said:he. recorded: 
the. conversation, dnd dsstied’ -a: 
. transcription.: Tit, Wagner: ‘saidthis. - 
declaration: ‘was incorrect ‘because . 


it wasnot “in. depth. ue 


| Ellsworth: sald ‘hé intends’ ‘to: pie. 
Stephen. P. Webb, attomey for’ a 
“éreditors’ committee of ‘the firms . 


investors, who-prépared: and: filed . 
teers etenee , 


(indicate page, name of 
newspaper, city and state.) 


> 


* Mois Deromber’ 2. 1987 A Patt we a 


estment. E 


V i Handle Assets. of Commercial Acceptance! 


if 1- 


* gay, 
e ee 
x Fike 


Among: other: “things, Wagner. - 


" denied’ saying. that, Ellsworth had 
threatened: chim, Wagnies,, a former 
business assotiaté ‘of Hilswoith; 


, also. agreed: -that Ellsworth ‘had Hot 
arranged any loans for him: frof. 
, Commercial: Acceptance, decording 


»to.the: transcript. 
_ Defense :attorney Joan Deutéh 
told the-court Puesday: of the tape 
“recording, ‘saying “Wagner “catex 
Borically sderiés the’ es 


* his de¢laration. Judge Fields, ex! 


claimed: skeptically, “Come ori.” 
‘He: then refused’Deutth's offerte: 


’ play the tape, telling her, “Get Mr, .. . 


Wagner heré:” Deutch, who repre? 
sents Corhiferdiak Acceptancé.. ag 


“well as Gray. and: Faccianii, said , 


‘Wagner wasin.Atizona, - cae 


‘The judge asked-Deutch: to exe 7 


‘plain. the: supposed: inguraneé poll? 


ejesson, the” investors’: promissory, — oy o 


notes, 4romi Commercial . Accept: 


ance. She conceded that “it may - : 


tuénout thére i is’ nd‘nsuranice’ but ‘ 
Saidif. that were sovher clients: must . 
haye been “‘dupéd”’} ‘Dy SOMEONE mae“ 


. Fields. sét.a ‘hearing for Dec: 22. 


“on the: state’ 's meduest: foran. anes ; a 


tion, | 
Bllswort 


--functfirm: at ‘he formerly. headed, 


imself.. was ‘hot in. 
Fields”. court: “Buesday.. He: and. hig: .° 
tawyer, were at a hearing in- US. 
Bankruptcy Court involying a de; - 


. 
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me a es = tert ee acces 
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S BY: ALDELUGACH, Times Staff Writer 


Commercial Acéeptance Co: eed - | 
Tuesday: to be placéd: under tonttel of a 
bankruptey trustee, arid. Separately. a state 
official :said the company is‘under: etiminal 
investigation for. its. handling: ‘of about’ $60: ‘5 
ae ae itivestinents by area: ‘pehsion. +4 

Melinda L. Brun, senior trial counse. 

‘the California Department of: al eons fo 
said that the US. Attorney's: office agreed 
sto take thé case for possible . ‘Criminal | 
prosecution, ‘Meanwhile, Brun submitted 
ipvidence tO .a' state court alleging that; 
| -Pomimercial Accéptanceused! ‘a Pongi- «type: 3 
py ae defraud: investors. 
e orporations Departinent ‘lawyer = 
‘told ‘the Los: ‘Angeles. ‘County Superior : 

Coiirt that the investment company’s re- “t 
, Cords showed that it had used.funds from e 
new. investors. to pgy interest as high as, 

12.75% ‘on supposedly, insured securities in- H 


Indexing: 


7 See 


bs 
i 
F 
i 
i 
P 


2 : 
: Firm Investigated 
“were peing made from investors’ 
money father than from repay-, 


~ ments. to. ‘Commercial Acceptance: 
-onJoans it:made withrits.capital, the 


Coiitinued Fron Page-1 

te? 11 proceeding ‘under the-federal - 

bankruptcy. code, © -Bankruptey - 
‘ Gulige Lisa Hill Penning had. al- 


q 


f 
| enn = collateral trust notes and bi ; lowed: the:state’ toproceediwith-thé ‘state ageficy. told the court. The, 
} Use-of new inve not tes. Pt : injuriction. Action it. had begun. in. funds: used for t ‘paying:interest were | 
\ to prior venice stor funds topay inter est tt , ‘qnid-November. keptitva.so-callled interest.reserve , 
' the go-ealled Ponzi scheme used in sect Ory t ' During a brief hearing in bank- account, according:to: thef filing. 
ties frauds, e-used in. securi- yi ‘ruptey ‘court Tuesday, company. ‘Fields issued .a. preliminary in- 
th ‘répresentativés agreéd to. appoint . junction apainst two groups. One \ 


comprises. Commercial Acceptanc 
its president, Barry Francis ¢ 
‘its chi “financial officer; Dav: 


Based. on the evidence, Su erior Court .- | 
Judge Jerry K. Fidfds nevenitly. granted. : oy 
. préliminary injunction against ‘the Los” 
‘ Angeles firm, its. two: ‘top: officers: anda .: 
“number: ‘of affiliates. ‘He also. confirmed . .n 
appointinent of David L. Ray ‘as’ receiver . 9 
’ fotCommercial Acceptance. ; 
Even though the.conipany filed. a Chap- 4 
wo Please see LOAN, antes: 1 


‘ment of a trustee rather’ than’:to 
‘fight for-a: rightto: ‘remain in control - 
ofthe business during: the: Chapter af 
a EG reorganization. : rs ni: CAC Financial Gro Bi | 
ningvordered:the U.S. Trusts. ae Enterprises “and Severlth: 
"§ office:to: appoint a trustee, ‘Shie’ ‘Street Investments. ‘The othdr | 
“added that Ray, :the appointed: * ‘group includes John C: Ellswovth, 
receiver, would be ‘eligible for - Desert’ Marvel Ltd), “Ihtery 160" 
‘appointinentas trustee: .- “Ltd. Apple Walley Air Setvics, . 

:  In-do¢uménts: submitted recently. * * Oasis Entertainment Ltd, Slaus ‘i ; 


to Superior Coiirt, thestateregula- 
‘tors said they had: corroboratéed‘key : 


‘DS, Dennis Wagner, of Glendalé;, 
Atiz., who said: he borrowed $10. 
smillion to-$14 ‘million from -Com- » 
“mercial: Acceptance: and ‘Kicked. - 
back: Jargé:s sums to.its: ‘principals. : 
A-review of Wagner’: sand, other — 
Joah. doéurtielits. disclosed. that ‘in- 
. terest payinents, due investors: 


‘- 


i. “ a my a ig 


a : , te i 
an % qe a a + m8 


we NT wwe Ww 


\ formation;giver: ‘them: last. morith- 7 


Tube & Steel Ltd. and .D ns, 
WagnerEn terptisés.. 9 J" 
“Phe injunction. restrained: 
from. “further violation” ‘of state! 
“Securities laws: through: offering * ‘or | 
- gelling: ‘iniqualified: securities. and: 
‘by: méans-of ‘untrue ‘statements OF: 


omissions. of" material facts, 


The order “put Ray in ‘charge of 
“Alls the dssetsdfeach:of theindivid-' 
ual: ‘anid. corporate: defendants. - 


andes, Se Pay “= Laan 
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>| Character: 


. OE Money and a 75% interest in-an- 


E ‘borrowed, a judge was told “Mon- 
| day. 
| - “Phe wiitten statement giver ty 


was..signed -by De E 
. sone of 20. individuals: ASSO iated. 
» with: ‘the Los Angeles. firm. who. 
i were accused Noy. 17 of misusing. 


i 
5 
a : ‘ne uvonemaneaveesinne 
i 
I 
% 
e 
i 
i 
t 
re 
' some $60 fhillion : in pension. plahs 


court was: ‘told. 


of! ‘Commercial. Accéptance: Corpii aim - 
““returh for. not’ havitig to.make: - 
; payments on millions.of dollars he 


Los s- Angeles. County: Superior Cort » 


. covering thousands of ‘workers. He . 
| ‘ame forward voluntarily,. the” 
t 

A 


., Wagner, of: Glendale; Ariz, alate ; 


| cal Alleges Investment Fi Fi 


borrowed s1oznithion' 40. $14: million 
. Alaskan; husiness.to the: principals, . fr6n 


from Commercial: ‘Acceptances since 
1982 onland:of.dubious‘value: 
“None of these loans have. been: 


; epaid. and hhavé beén in: default 
- since they were made,” ‘his- decla- 


ration added: . 
Stephen. P. Webb, attorney for ‘a: 
large.group of: investors, gubmitted 


. Wagner's. declaration to. Judge-Jer= 
ty K, Fields: Webb joined Melitida 


Brut, senior cdurisél of the state 


Department of Corporations, in a 
plea. for immediate appointment of: 
a ‘receiver. A’ ‘heating: is Set for. 


today, - a 
‘The lawyer told ‘the court that. 


“eelP-dealite: sweetheart Loans" by 


cian, .. as “Ws s. e: 
evi dence, “clearly . establishes” : 
fraud. His papers. also -warnéd of 


, “imminent: danger’® ‘that. assets. will 
- be Jost unless~ a Teceiver “takes: 


‘control. - 

‘Wagner said he believed: that 
Hllsworth, previously identified::to 
the court as an éx- convict,. is the: 


majority: owner: of: Commercial. Ace-. ” 


‘eeptarice. (John W. D: Blisworth, 
director:of: marketing “with: Shuman. 
‘Orth & £o., - an ae oo 


with: John. Ellsworth, - 


‘Gray was listed “as. preside. and 


to pay for property that he bought 


‘in'at least 4 3 
“to, make: ‘a. “payne 


"pe 


7 
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oe 


Paeelank as chiet financial ‘fiber. 


a Wagner-said.: ad that assessment 


: 


oe for wl ammetcial AcoepL- 


for ‘$20;000; ‘He complied. with 4 
condition that he in turn “Felgan” 
$160,000: -0f he. proceeds: ‘to. Gray;| 
through-another firm. Gray ‘headed. 
He sai he’ subsequently ° te- . 
ceived. other loans far jn exce’s-0f | 
the; sprice land: ‘purchases, and 
iistafice was asked 
ent ‘by cash’ OF 
personalicheck.to- Facciani, 7 ? 
ans _ Blease: see? LOAN, Page 20 


Slee 7 


| 


irm Loan Abuse | 


FBI/DOJ 


b7C 


ah 
pekk 


; ; Goritinued: froin: ‘Page: 2. 
* Wagner said: he. signed: over 75 1% 


to. ‘Bllsworth, ‘Gray and “Facciatit 
. after receiving:a:$3-million loan-to- 
buy unimproved land for $2:7-mil- 
dion. He also signed 9 ‘over 25%" to 


; Were told: the firm, Buisi-Corp., was 
| - insuring-theirihvéstments i in. Com: 
‘ mercial-Acceptance: 


t mined -that it was “nothing moré 
4 


~ . In a subsequeny’ 


aration, he became susp “up: 
Jast year by Hllsworth.’ Investors ° 


= An investigation: Abtoad - deter: — 


than: asecretarial: ‘company, Mage 


te? ‘said: inthe filing. He. said: thé:told 
this to Ellsworth, Gray ‘and: Facci- 
ani in a telephone-call ‘he nade 
froin Europe last _February. He. said 


go to Burope t straighten ¢ out the 
matter: 


telephone con-, 
Versation.placé#by. Blisworth: and: 


*- a Michael: Cafata, “both: of ‘these 


gentlemen- lef Hie. that if I-did- not 
drop: my. 7 vestigation: ‘something 
‘gould‘happen-to me: ormy family,’”’ 
Waarier saidin-the declaration: 


He added: “y spént four months — 


in. ‘Europe cdoperating: with the 
authorities régarding the activities 
that E have: testified: to. in. this 


_, Pelagation. Shortly theeatteen T ——— ay 


ses No brasoosl Record c of In: 


returtied: to the United States and 
have mét, with thé Fedeéral:Buri AL: 
of Investigation. and. the Depart- ~ 


ment of Corporations. for the pur- 


pose: -of ‘providing:them: with. whaty 
ever assistance and. information’ 
: that Feaii.” ° . a 
Webb: also: told. the: court ‘that. . 


“overwhelmingly” ‘'suz- 


evidence 


-gests:that théfe.isnoinsurance:.No 


indication of any: has - been ~pro- 


. duéed ‘since: Commercial Accept: : 
ance ‘began defaulting on interest . 


payments. ‘to-investorslast Jul 

‘He also-said: that investors. ére 
never told:that: Gray’ ws previous- 
ly known. ag Byron, 


: he had ‘filed barikruptoy papers. in: al 
1981. : 


lawsuits. filed. against Hilsworth, 4 


- “He! presented: “imentato: show: |; 
that.asrecently-a tJ anuary;,an |: 
+ Eliswortit-ct led firm was : 


'< violatihg'a testtaining order. Fur- ; 


. transferring’ funds to affiliated en= | 
ay. and a:that 


i aa et hos ncaa atin SOD 


uurance 


ce 


Tht nthe, 


EE AUT yer tin oy, 


The court files. ‘discloge wpany - 


Graye Comninercial Aeseplance and. , 


ii 
found in contempt of court for. 


ee eee 


@ said; ah: ordef -to show ° 


ther,” he 
cause is pending: US. District am 


that he violated’ a. coutt order: by 


tities: . 


af ‘ . 
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ide Abuses _ 


Commercial Acceptance > a 
- Corp.AccusedofPension -:) 
ae secu Prat ae 


' 


firms: aiid ‘20 Oa Aiuto pte investiga. 

q-tors found no identification on. the firm’s~ bait 

Office doors in a downtown Los Angeles ! ht 

' , buildingat 414. West'7th'St, pees 
| Among thetndividual:deferidants ‘is John.” a 
A 


a. Bllswa fh, who, pleaded guilty in New > °” 
." ¥ork price to ‘grand: lareehy and oneé to >." 
~ possession:of: aforged. ‘document, According ie 
' ‘to thesuif, oe 
| Phe pension ahd profit-sharing, funds mi 
had: ‘nade’ their investments: onthe under- * 
standing that the-money. would: “be used to’ 
thake: irisured ‘Jéans that wére hacked by 
adequate: collateral ‘i in-the form of: ‘personal ; 
’ property. ‘The: investors'were also { presum- -.-/ 
ably promised anattiactive rate.of: retumn, 3! 
Eulsworth- -controlled’ ring. allegedly: ney 
" ‘borrowed’ $23: million of :the invéstors’’ ” a 
‘funds...At the.same tithe, Ellsworth: headed. - ; SEARCHED. INDEXED. 
"Up. “alleged” Buropean: Ansurance carfiers "| SERIALIZED. .-Fiten 4 
that utported: to. insuré thé investinénts, ... HA aj e ; a Oth 
, ‘the suit ‘said, However, the state said, no...” See ie 
| ‘evidence ofinsuranée wai found, . % 
|. “Allegations.about the-central deteridant, — 
“i Conimercial Acceptance, inéludéd: | aa! 
-,«@ Tt lent another $20 million of the “; 
“iisured” funds to other defendant firms,’ “:': 
including those headed: ' by Commercial 
i eucentances president, 
- Please: ‘see’ SUIT, Page 6. 


+ ‘ 
SOIC I ns was ete ae HOLA, then etre semanas 4 
ee acigne oat 
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FBI/DOJ 


eran perry 


Lo 


. airplane, 
’ which: the 
; removed from. ‘utisdiction Of. ‘the 


“Stephens: Webbs 
ee Ute. meet t sTaFe Misa 


faini| 
,e'T a Departinent 
could: ot establish ‘that, the ‘firm: 
‘Kad even. the tiinimum net worth: 
of : $25,000. required: of personal . 
property brokérs:by:statelaw: 


ge As ‘of Nov. 10,. Commercial: 


st payinents. 


“hig: “and the rest ‘poorly kept, the. 
shit-said. . 

s. The: fiprncwae: frequently-over: : 
 drawn.at its.bank,-a. condition that. - 
was not reflected on its ‘Owrr Te; 
cords, - 

© Instead OF ; pétgonal property, 


- ea nie ‘on! the sare tell 


a in. is promissory: notes to. Heese 
from a Saudi. Arabian: prinéé who: 


‘was not nanied. It also-includéd:an- 
a ship and a. helicopter, 
esuit-said.could be “easily 


 €purt.” 

® An. Bllsworth-controlied: fiver’. 
“gs Coal, identified asa: borrower 
’ from’: Commercial. Acceptance, ahd . 
Other defendant firms: also are 


: located at 411 West Seventh. AU 


lawyer for: ‘Gorfimercial Acceptance. 


as offices, at U:S, ‘Coal, .and. it 
“appears..that personnel ‘from. one | 
defendant. ofporation. may per: 
rm work for other arid’ different. 
y defendant: corporations.” 
“The' 45-page ‘suit did not’ ame 
- the firms and individuals whose 
' pension ahd’ profit-sharing: funds. : 


are invested with: Cominercial AG. 


pptanee, ; ; ; 
1 *Loti of Mistalces! | 


"Sel ‘for ‘tl Jorporations: Depart:: ' 
ment, Said-d. hearing. On-her request 
» “fbr a restraining “order and: the. 
appoititment. of a-receiver would: be. 
held today. ir A ngéles: County’ 
Superior Court, ‘Whiére:the suit was: 

filéd. The complaint. seeks, to-tie-up 


. tt é.assets'of the-déféndants anid:to 
ee alteration or removal ‘oF = 


| Seceptanee,.: askéd' late "Tuesday: : 
:. about the suit, saidit e had: just béen: * 


served a copy aiid. would confer | : 
: “with:his attorney. before. comment: . 


ing. However; he said: that he ‘had . 
ead:thé first page and, “t, séera- ‘lot - 
of mistakes. ar 

“AR, ditornéy: for ore tavestar, c 
creditors:are 
9 form: an: official’ - 


” @reditors’ ‘committee. He. notedithat 
his client ‘first became aware-of a 
La ‘problem: when the. administrator of". 


’, ,baymention notes due June'30; 


* * tors! funds, 


oe Somme Key: records were-miss- of Santa Barbata, received: infor-~ 


i Niiys; an. iiivestor, told The Times , 


dreds :of employees, the’ ‘state's. | 


‘Acceptance received:and. deposited 


* Crédit du Nord: Bélge «N.Y, that 


a cient. funds: 7 But: G intnercial: AC: 


Melind 5, = re 
inda Brun; Senior ttial oui. “blige: ‘as. having eleared, He cori It 


“plaint-said. 


“ the investors” trust five drafts 

totaling-’$1,375,000: that. “had: been 
* sent by: Ellsworth to Commiercial’ |: 
“Receptance and forwarded: to the | 


' President: Gray’ of ‘Cotamerciat | 


‘his’ pension plait failed: to: receive 


Ih recent weeks, investors. have’ 
held-two: ‘meetings, Webb: said. At 
--the’iatest ‘one, on Nov. 4, he said 
Gray and: Busworth assuiredinves- 
tors. that. their funds weiée-insured. » -. 
He, éaid' the trustee for the inves-. ,_ 
ited’ Security Trust 7 


_ mation Fécently that the-supposed 


~ ‘insurer's were ‘dissolved dast year: - 


and the: funds. Went" toBlisworth, 
. Baith Erdmann, a -bookkeeper 
for ‘RRB Gonsultants The; Van 


that one cotporaté peiision fund 


‘Some of the plans. cover hun { ' 


lawsuit ‘Said. 


RT ee re, 


-'$t-Million Check 


_ Up-to:90% ofthe funds: eee : 
‘fromthe pension. and profit-shar- | 


ing plans “Are Joaned”: to.“borrow- 
- @f8"" composed: of thé. defendant - 
_ gtoups; the: complaint: ‘Said: It added, 


that ‘Conimercial Acceptance is-. 
‘sued:collateralstrust. notés:to inves-"' 
tors who-“aré “supposedly: ‘investing 


inblind’ Joan: pools.administered:by / 


an independent’ ‘téust.company” for | 
the ‘purpose of funding ‘personal ; 


»property loans. 


“Th fact, it: ‘continued; the notes , 


* areissued: ‘By. {Comritercial Accept \ 
ance} directly to each ‘ 


wéstor,’” 
“The: suit ‘algo said: Cominercial. 


a $1-million check drdwii-oh. Ells- 
worth’s,aécount aba: Belgian: ‘bank, ¢ 


‘later was:.; returned: for’ “nonsuffi- Aa 


eeptatice records: stil show’ the |. 


trust. Dates ‘of ‘these trarisactions 
wérenot's stated in‘the:suit.. 
The complaint alleged:that Com- - 
emereial ‘Acceptance and: several: 
_ felatéed individuals violated: state 
fegulations: concerning: keeping: of 
o records: ‘by‘adinances ‘company... ‘ 


¢ Slit 


ah 


Among. other thin 


5, 
* gaid; there were at least “10: Io in 


file e@ 
ideniti ed. 


which: fo ‘collateral: Cat} 


Purther,no idan. files. 
averefound to contain loan:repay- | 
| thentrecords,. andiloar: Applications” 
are “largely. thissing or incomplete” - 


‘on. files: ‘relating: to -the- ‘defendants, ‘ 


the:suit. said: 


‘Aiso,- it alleged, investors: were 
. not.told:that the company Wasnot, 
foreclosing on properties that -col- 
; lateralized'the Toaris. to defendants. 
represénted onan investors’ com~ he = 
- mitteehas$4 millioninvested. . ; 


“Ih. addition; it said, the same , —_ 


* Belgian’ bank returned aunpaid’ to 


® @ 


‘Memorandum 


To : SAC, LOS ANGELES (196A-4834) (WCC-1) (P) Date 1/21/88 


Subject: COMMERCIAL ACCEPTANCE CORP. (CAC); b7c 
ET AL 
FBW, MEF, ITSP 
00: LOS ANGELES 


On 1/13/88, the writer met witn[ 


ae the UNITED STATES DEPARTMENT OF LABOR, Pension and 

Welfare Benefits Administration, 3660 Wilshire Boulevard, Suite 718, 
Los Angeles, California. The DEPARTMENT OF LABOR is interested in 
conducting a joint” investigation with the FEDERAL BUREAU OF 
INVESTIGATION (FBI) regarding COMMERCIAL ACCEPTANCE CORPORATION 
(CAC) as it applies to Title 18 USC Sections 664 and 1954 
(investiment of pension funds). The DEPARTMENT OF LABOR would 
be able to furnish expertise regarding Federal criminal Violations 
of fraudulent pension fund activities. 


On 1/13/88, Assistant United States Attorney, 


osed no objection to this proposal and placed the name 
of on the 6E order regarding CAC Federal Grand Jury 
material which would allowL_____]to view any Federal Grand Jury 


material regarding the case. In addition, the DEPARTMENT OF LABOR 
investigators will have access to the FBI files regarding CAC. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription i/ 2 6/ 88 


On January 15, 1988, the_following documents we 
received via the U.S. Mails fone 


b6 
1) Letter to sal | dated January 13, 1988. ma 
D 
Investigation on _ 1/15/88 at Los Angeles, California File# LA oekuseos pO 


b6 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 1/28/88 


b3 
b6 
b7C 


ed with a Federal Grand Jury Subpoena to view 
in the possession of the receiver. 


On January 26, 1988, these documents were returned 


Grand Jury, Los Angeles, California. Ss 
nd U.S. Department of Labor Investigato 
were designated custodians of the documents. 


oo’ ae > ONLY 
ao eee ee cere 


oP 
Investigation on _ 1/13/88 at_ Los Angeles, California  File# LA ato 


b6 
- ee dictated 1/26/88 b7C 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 1L1/ 3 O/ 87 


was furnished a briefcase equipped 
with a nagra recording device for the purpose of consensuall 
monitoring conversations with Jo 


OOK possession o 


ing device and transported it to the 
Los Angeles office. 


executed FD-473 prior to the 


monitoring. 
Investigation on _ 11/24/87 at_Los Angeles, California ile# LA 196A~4834 35, 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription L/ 12/ 88 


on OHN ELLSWORTH telephonically 
contacted SA to advise that he is in the process we 
of gathering documentation regarding COMMERCIAL ACCEPTANCE nae 


CORPORATION (CAC) loans to his various business entities. 
ELLSWORTH further stated he has spoken with[|__——sdhoo is 
willing to talk to the FBI. The documentation should be ready by 
Monday, January 11, 1988. 


Investigation on _ 1/5/88 a Los Angeles, California fFie# LA 196a-4834- Dy 


b6 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 1/12/88 


On January 4, 1988, the ow 
camer sat = a eases —— | 


1) tettertosaL_—sdtrom[ | ated 


December 17, 1987. 
2) IRI reinsurance bond for CAC series 1078C 110781. 


3) American Fidelity Fire Insurance Company performance 
bond, dated September 17, 1984 with attached CAC financial 
statement. 


4) American Fidelity Fire Insurance Company power of 
attorney, dated September 17, 1984. 


5) Industrial Indemnity surety bond for CAC, dated 
October 15, 1983 with attached notary and power of attorney. 
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Date of transcription L/ 13 / 88 


On January 7, 1988 
telephonically contacted SA and advised the 


following! 
b6 
b7c 
b7D 
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1/21/88 


Date of transcription 


On january a a [side lephonicall 


contacted SA to advise that 


was delayed and will furnish the 
Do Jon Wednesday -Sanuary 13; SF -SHoKt ly 


thereafter. 
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Date of transcription__. 1/ 21 L 88 


telephonically 
contacted SA to advise that he has moved 
to telephone 
number 


(unlisted )44y,— 
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1/29/88 


Date of transcription 


b6 
b7c 
b7D 


j advised of the identity of 
the interviewing agent, furnished the following information: 


Sometime during 1984 and 1985, 


b6 
b7C 
b7D 


b6 
b7c 
b7D 


; 1/20/88 Los Angeles, California _ LA 196a-4834 “fem 
Investigation on. at File # 
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b6 
b7c 
b7D 


stated that he would gather all his documentation 
and furnish these to_the 


FBI/DOS 


9? 


Memorandum 


To : SAC, LOS ANGELES (196A~4834) (WCC-1) (P) Date 1/28/88 


rom sal 


Subject: COMMERCIAL ACCEPTANCE CORP. (CAC), 
ET AL; 
FBW; MF; ITSP; 
00: Los Angeles 


On of Labor 
met with AUSA and AUSA 
regarding CAC. It was mutually decided that the 

est initial approach to the case would be to schedule the flow 
of funds to and from CAC in an effort to determine if there was a 
Ponzi scheme regarding investor funds. A second element of the 
case would be to explore the representations made to CAC 
investor's regarding the existence of insurance for CAC loans. 
The majority of the fraud count victims will include those 
victims who invested pension and profit sharing funds with CAC in 
order to include Department of Labor pension and profit sharing 
criminal fraud violations. 


SEARCHED... 
SERIALIZED_J 


- 1* = 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription 2/5 /88 


On January 29, 1988, the followiny documents were 
received via the United States Mails from 


received the documents from 


b6 
1. b7C 
b7D 


ll. 


12. 


investigation on UWanUary 29, 1988 Los Angeles, California cies 196a-4034-4 


This document contains neither recommendations nor conciusions of the FBI. it is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 


b6 
b7C 


wa oy 


FD-302 (Rev. 3-10-82) 


w 
. g 

‘ F 

es 


FEDERAL BUREAU OF INVESTIGATION 


1/21/88 


Date of transcription 


On January 8, 1988, sali telephonically Pe 
contacted JOHN ELLSWORTH at telephone number (213) 469-6903. BIC 
ELLSWORTH stated he was gathering documentation regarding his 
association with COMMERCIAL ACCEPTANCE CORP. (CAC). ELLSWORTH 
is also refinancing property held by his corporations to pay 
off the CAC loans. The documentation regarding the $600,000 
in premiums paid to BUSICORP/IRI for insurance on the loans 
would have to be furnished by CAC. 
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b7c 
b7D 


On January 29, 1988, the_following documents were 
rmeceived via the Us. Mails trop via the U.S. Mai fe Pe 


1) Letter to sat dated January 22, 1988. 
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Memorandum a ? 


To SAC, LOS ANGELES (196A-4834) (WCC-1) (P) 


Subject: COMMERCIAL ACCEPTANCE CORP. (ARC), 
ET AL; 


FRW; MF; ITSP; 
00: Los Angeles 


Date 2/1/88 


On 1/25,27,28/88, the writer reviewed CAC documents in 


the possession of the receiver located at the CAC offices, 411 W. 
7th Street, Los Angeles, California. 


On 1/28/88, the writer was contacted by Attorne 
Lyne is representing 
was advised tha is considered a subject o 
+ ; 
b 


e case bu 
in| too early in the investigation to consider any proffer 
Y 
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Date of transcription 2/ 8/ 88 


On Februa 4, 1988, 
tel epnone was 
interviewed regarding her knowledge and association with a firm 


called COMMERCIAL ACCEPTANCE CORPORATION (CAC). After being 
advised of the id ity of the interviewing Agent and the nature 
of the interview, furnished the following information: 


was a firm located in 
solicit pension funds from investors and 


at wou 


g 
subsequently invest these funds with people and entities who had 
strong real estate collateral. 


for CAC, would assign 
various pool numbers to the invested funds. These pools would 
represent the amounts of money invested, the varying rates of 
return, and the duration of the investment. The investor number 
and the pool number would be the same, and the only one-to-one 
matchup that was necessary would be the dollar matchup between 
the investor and the borrower. 


[__ktated that all of the investor funds would come 
from a trust company which, during the latter stages of CAC, was 
UNITED SECURITY TRUST, located in Santa Barbara, California. The 
Trust Officer was : UNITED SECURITY TRUST would 
receive all the collatera ocuments before any funds were 
released to CAC for subsequent investment. The collateral was 


usually in the form of deeds of trust which were furnished to 
UNITED SECURITY TRUST before the funds were released to CAC. 


but believes _ = - CHS funds were placed _ one account; 


that account being the General Account. The loans would then be 
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dispersed from that account. All the loan aging and the paydowns 
would be handled by on 


cecasion, —_would receive requests for loan payoffs, but these 
requests would actually be handled officially ae 


Sometime during mid-1987, LJ state that he 


wanted notices sent to borrowers for interest that was past due 
since several of the borrowers were late in their payments to 
CAC. According to bh 

interest than were 


stated that 
that some of the CAC employees did take ou C loans. as 
not aware of any unsecured loans or any instances where investor 
funds were furnished directly to CAC without first going through 
UNITED SECURITY TRUST. 


[_]statea that she was of the impression that the 
investor funds were insured b 


conversations with that a 
JOHN ELLSWORTH, a principal of several firms which have received 
millions of dollars of loans from CAC, was actually involved in 
obtaining the insurance for CAC invested funds. [__letatea, 
however, she does not recall having any discussions with 
ELLSWORTH on vite the insuran does recall a 


conversation with hoped that the insurance was 
actually valid and i oes not recall discussin 
e did recall that 


insurance issue with 
had a file on BUSICO 

Regarding JOHN ELLSWoRTH,L___Istated that ELLSWORTH had 
received large amounts of loans from CAC, and that ELLSWORTH had 
properties under his name and his entitity's name which were used 
as collateral for the loans. recalls that two of the 
companies controlled by ELLSWORTH were DESERT MARVEL and SULTANA 
HOLDINGS. [___|recalls that ELLSWORTH first became associated 
with CAC sometime around 1984 or maybe 1985. 
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b6 
b7c 
ecalls that payoffs were made on CAC loans up until 
about_J , 1987. Sometime during this period of time was 
when gave instructions that past due noti ould be 
sent to borrowers regarding the interest payments. stated 


she was not aware of any discrepancies regarding thé amounts of 
cash received_by borrowers as it may have appeared on CAC book 
entries. To knowledge the only source of CAC income came 
from interest payments from borrowers.[__|stated she was also 


unaware of any_s der collateralized 
in regards to for the loans. 

The interview was concluded with the result thayl__] 

pecific 


would be available for any further questions regarding s 
CAC transactions. 
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On February 5, 1988, furnished two mini b6 
b7C 
b7D 

and was 
ee 
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TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
Teletype [] Immediate LL] TOP SECRET 
Facsimile LI Priority [] SECRET 
Routine [] CONFIDENTIAL 
EJ _UNCLASEFTO 


UNCLAS 


(196A-4834) (WCC=1) (P) 


TO LEGAT, PARTS (196-0) ROUTINE 


BUREAU 
Br 


UNCLAS 


[sa COMMERCIAL ACCEPTANCE CORPORATION 


(CAC), 411 W. 7TH STREET, LOS ANGELES, CALIFORNIA; JOHN Cc. 


ELLSWORTH, DBA DESERT MARVEL LTD., DENNIS WAGNER ENTERPRISES, 


INC., SULTANA HOLDINGS, U.S. COAL CORPORATION, LOS ANGELES, 


CALIFORNIA; BUSICORP SA, SARL; IRS REINSURANCE, LUXEMBOURG; FBW; 
MF; 


ITSP; 00: LOS ANGELES 


RE LEGAT PARIS TELETYPE TO LOS ANGELES, DATED FEBRUARY 13, 


SEARCHED 
INDEXED 


Hh 
Per : 


(Number) (Time) 


Approved Transmitted 


“PAGE TWO (196A-4834) UNCLAS 
1987, CAPTIONED "COMMERCIAL ACCEPTANCE CORPORATION, FBW - 
INTERNATIONAL FRAUD". 

FOR INFORMATION OF PARIS AND THE BUREAU, ON NOVEMBER 17, 
1987, THE CALIFORNIA DEPARTMENT OF CORPORATIONS FILED A CIVIL 
SUIT AGAINST CAC AND ELLSWORTH ALLEGING FRAUD INVOLVING SOME 60 
MILLION DOLLARS BORROWED BY ELLSWORTH AND OTHERS FROM PENSION AND 
PROFIT SHARING FUNDS OF COMPANIES AND INDIVIDUALS. ELLSWORTH HAS 
PREVIOUSLY BEEN CONVICTED FOR GRAND LARCENY IN NEW YORK AND BANK 
FRAUD AND EMBEZZLEMENT IN LOS ANGELES. 

THE PENSION AND PROFIT SHARING FUNDS WERE INVESTED THROUGH 
CAC WITH AN ATTRACTIVE RATE OF RETURN WITH THE UNDERSTANDING THAT 
THE FUNDS WOULD BE USED TO MAKE INSURED LOANS THAT WOULD BE 
ADEQUATELY COLLATERALIZED IN THE FORM OF PERSONAL PROPERTY. 

ELLSWORTH CONTROLLED FIRMS ALLEGEDLY HAVE BORROWED IN EXCESS 
OF $20 MILLION FROM CAC. ELLSWORTH ALSO WAS INSTRUMENTAL IN THE 
FORMULATION OF BUSICORP AND IRI REINSURANCE IN LUXEMBOURG FOR THE 


PURPOSE OF "INSURING" cac Loans. anh Janpaa[ | b6 


b7c 
[ARE INVOLVED WITH BUSICORP AND IRI AND ARE RESIDENTS OF b7D 


Pore my ov conracr wre THE 


LOS ANGELES CASE AGENT VIA TELEPHONE PROCLAIMING THEIR INNOCENCE. 


“PAGE THREE (196A-4834) UNCLAS 
BOTH CLAIM ELLSWORTH TO BE THE VILLAIN AND THAT 


IT HAS ALSO BEEN ALLEGED THaT[ ———————S—S—S—=éid Fac 


RECEIVED SIZABLE KICKBACKS IN RETURN FOR CAC LOANS. IT ALSO 


APPEARS THAT MUCH OF THE REAL ESTATE USED AS COLLATERAL IS 
UNDERCOLLATERALIZED AND OR USED AS COLLATERAL FOR MORE THAN ONE 
LOAN. 

CAC IS PRESENTLY IN RECEIVERSHIP AND, AS PREVIOUSLY STATED, 
LOSSES TO INVESTORS MAY TOTAL 60 MILLION. 

ELLSWORTH WAS INTERVIEWED BY BUREAU AGENTS ON DECEMBER 16, 
1987. ELLSWORTH cramp] | PRESENTED TO HIM THAT 
INSURANCE HAD BEEN OBTAINED FOR THE CAC LOANS AND THAT 
APPROXIMATELY $600,000 IN PREMIUMS HAVE BEEN PAID TO 
BUSICORP/IRI. ELLSWORTH STATED THAT THE $300,000 USED TO 
CAPITALIZE BUSICORP WAS NOT RETURNED TO HIM. 

INFORMATION HAS BEEN RECEIVED THROUGH LOS ANGELES ATTORNEY 


[mar THE LUXEMBOURG AUTHORITIES ARE CONDUCTING A 


b6 
b7c 
b7D 


b6 
b7C 


) 


“PAGE FOUR (196A-4834) UNCLAS 


CRIMINAL INVESTIGATION recarpinc[ 
FURNISHED THE NAME OF [ SURETE PUBLIQUE, 


SECTION ECONOMIQUE ET FINANCIERE, RUE AUGUSTE LUMIERE, 
LUEXEMBOURG, TELEPHONE 40919, extenston| _| AS THE PERSON TO 
CONTACT REGARDING THE INVESTIGATION. INDICATED THAT 
[| HAS INFORMATION marl [may HAVE USED SOME OR ALL OF 
THE $300,000 BUSICORP CAPITALIZATION FUNDS TO PURCHASE A HOME IN 
THE NAME OF [| 
LEGAT, PARIS IS REQUESTED TO covmacr[ hn AN 
EFFORT TO OBTAIN ANY INFORMATION AND DOCUMENTATION HE MAY HAVE 
REGARDING] AND ANY OTHER INFORMATION REGARDING 
CAPTIONED CASE. IF SO DESIRED LEGAT, PARIS IS REQUESTED TO 
AUTHORIZE A DIRECT LINE OF COMMUNICATION BETWEEN LOS ANGELES CASE 


AGENT, SPECIAL, acer af | 
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On February 18, 1988 
elephone was 
interviewed regarding his knowledge and association with a firm 
entitled COMMERCIAL ACCEPTANCE CORPORATION (CAC). eing 
advised of the identity of the interviewing aan eal Be 
furnished the following information: bic 


stated that he was 
in approximatel 
of CAC. It was the understanding o 

that CAC was in the business of soliciting investor funds and 
loaning these out to borrowers at a hi interest rate than the 
rate being furnished the investors. [ee] stated that he was not 
involved in the mechanics of how investor funds were received and 
loaned out. 


T knowledge, the only source of funds for CAC 
was through investors, and the only source of income for CAC 
would be the spread between the loan rate and the investment 
rate. 


dispersed from the general account. According to all 

investor funds were initially paid to the trustee, in this case 

UNITED SECURITY TRUST of Santa Barbara, California. After all 

the correct documentation was received by the trustee, these 

funds would_be furnished to CAC for subsequent dispersal to b6 
borrowers. however, was not aware of how the actual b7C 
mechanics o @ investor/loan relationship worked. 


| that 
some of the borrowers were not paying interest and, as a result, 
interest paid to investors were in reality paid by funds received 
from subsequent investors. Sometime during 
Cee tose loan balances were building up and tha 
either 


e borrowers were not paying off the interest or the 
rincipal or that CAC was loaning more funds to_the borrowers. 
Lidia not respond to this. As a result, [ |otated that 

e loan balances kept increasing. 


All CAC funds went into the general stl were 
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understanding was that the notes issued through 
CAC were insured through a s. Pe| be BUSICORP and was so 


stated on the investor notes. however, was not involved bé 
in any of the insurance transactions regarding CAC. b7c 


on borrower accounts. was also not aware of any lines of 
credit furnished borrowers, kickbacks paid to CAC employees, or 


discrepancies in loan collateral. 
received a [| monthly 


salary plus expenses. Salespersons were nd 
commission. was 
paid approximately per mon including expenses and 


was s. |e any officer or employee drawdowns 


benefits. 

' Sometime during 1986, his collar bone 
| RE con Wi According to 
received approximately per month in salary 

rom CAC. 


CAC also issued commercial paper through investor funds 
not processed through UNITED SECURITY TRUST. These funds were 
deposited into the general nd dispersed to the borrowers 
from this general account. understanding was that the 
commercial paper arrangements would pay interest only to the 
aver ors and the principal was paid when the commercial note 
matured. 


: ee : b6 
[| commented that it was not his job to question the b7C 
mechanics o e CAC operation. As a result of this, he did not 


discuss in detai j epancies he may have noted in CAC policy 
with | 


puringh dhe met an 
individual by the name of JOHN ELSWOR offices were 
physically located one floor from CAC. however, was not 
aware of ELSWORTH's involvement with CAC until after the 
California Department of Corporations filed an injunction against 
CAC. 


Most of the commercial paper and the hand1i cks 
ae py ED 
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The interview was concluded with the understanding that ees 
[woulda be available for any further questions regarding the 
specific transactions involving CAC. 
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FEDERAL BUREAU OF INVESTIGATION 


3/9/88 


Date of transcription, 


On March 1, 1988, 
Pee telephone was interviewed 
C 


egarding his association with a firm entitled Commercial Acceptance 
Corporation (CA). After being advised of the identity of the 
interviewing agent [| furnished the following information: 


b6 
b7Cc 
7 who introduced him to an j ivi by the name of 
JOHN ELLSWORTH sometime in 1985. stated that ELLSWORTH 
was an expert in forming companies. 
During this period of time CAC 

had leased the 7th through the 9th floors of 411 West 7th Street. 
ELLSWORTH supposedly leased the 8th floor which was subleted b6 
from CAC. ass haces not now if ELLSWORTH actually paid rent b7c 


on that location. Sometime during this period of time, 
learned that ELLSWORTH was a borrower of CAC. 


knew that CAC was in the business of obtaining 
investor funds and loaning these to borrowers but did not know 
of the exact mechanics involved with the loan 
stated he 


Sometime during 1986 met who 

of ra epee that told 

m 

also 

an employee of CAC also mentioned | 
“ 


was also 


recalls that 
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was aware that many loans were made to ELLSWORTH 
but that these loans were not being paid off. He further recalis 
conversations With people in CAC wondering why other loans 
were made to ELLSWORTH when he was not paying off the initial 
loans. stated that h 


does recall ELLSWORTH 
stating that he owns stock in CAC. ELLSWORTH was elected as 
a director of CAC along with a individual wit 
a sometime during 1987. [reas 
of WaS made Vice President of marketing during the same 


period of time and was also aware that ELLSWORTH was made a 
Director of CAC. 


n with 
supposedly 


stated that he had a conve 
[regarding ELLSWORTH being a Director. 
said that ELLSWORTH being a Director 


Sometime during met an 
individual with the last name o and another individual 
from Europe who supposedly wrote insurance bonds insuring CAC 


notes. ea does not recall who told him that[—_] 
so 


and thi er individual were the insurers. 


Stated that durin 


7th Street was a company created by CAC as a holding company 
to hold title to foreclosed property due to borrower defaults 
on CAC loans. 
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b7C 


Sometime prior to 
had the opportunity to buy _a company called Alpha 
Steel sometime in 1982 or 1983. ee ee to call it 
Hughes Steel and Tube. stated that 


was a consultant for Hughes Steel. CAC made subsequent loans 

to Hughes Steel and Tube. Sometime later JOHN ELLSWORTH took 

over Hughes Steel as Hughes Steel was going through bankruptcy. 
After the bankruptcy proceedings, CAC took possession of the 

Hughes equipment. ELLSWORTH took over payments for the Hughes 

note under the firm Slauson Tube, a company controlled by ELLSWORTH. 


stated that he b6 
stated b7c 

that this land was not worth the appraisals 

told[__—sithat he was obviously under-estimating 


not understand land values. 


[___|statea that he was not aware of any kickbacks 
being made to principals of CAC from borrowers regarding CAC 


loans. 


that he told 
indicated. 
the value an 


e interview was concluded with the stipulation 
that would be available to furnish any subsequent information 


regarding his association with CAC. 


